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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1955 


TUESDAY, JANUARY 26, 1954 


UNrrep Srares SENATE, 
SUBCOM MITTER OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, 1). C. 
The subcommittee met at 2 p.m. in room F-s82, the Capitol, Hon. 
Joseph McCarthy (chairman of the subcommittee) presiding. 
Present: Senators McCarthy, Smith, Dirksen, Kilgore, Maybank, 
Robertson, Magnuson, and Johnston. 


5 Nera aE 


POST OFFICE DEPARTMENT 


a 


OFFICE OF THE PosTMAsTER GENERAL 


STATEMENTS OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
on GENERAL; CHARLES R. HOOK, JR., DEPUTY POSTMASTER GEN- 
ERAL; MAURICE H. STANS, ALEXANDER GRANT & CO.; NORMAN 
R. ABRAMS, ASSISTANT POSTMASTER GENERAL; JOHN C. ALLEN, 
ASSISTANT POSTMASTER GENERAL; ALBERT J. ROBERTSON, 
ASSISTANT POSTMASTER GENERAL; ORMONDE A. KIEB, ASSIST- 

ANT POSTMASTER GENERAL; EUGENE J. LYONS, ASSISTANT 
POSTMASTER GENERAL; DAVID H. STEPHENS, CHIEF POST OFFICE 
INSPECTOR; MADISON W. BANTON, CHIEF INDUSTRIAL ENGI- 
NEER; LOUIS J. DOYLE, ASSOCIATE SOLICITOR; JOHN W. ASKEW, 
CONTROLLER; CLARENCE N. BRUCE, DIRECTOR, DIVISION OF 
BUDGET; AND BEN GUILL, EXECUTIVE ASSISTANT TO THE 
POSTMASTER GENERAL 


BUDGET ESTIMATI 


Hin 


VICI 


Senator McCarruy. The subcommittee will be in order. Mar. Sum 
merfield, we certainly appreciate having you here today. [personally 
would like to take this occasion to compliment you upon the tremendous 
job you have done over there by way of promoting efficiency and econ 
omy and improving service. L would like to think that such rapid 
provement could vo on but I yuess that is lmipossible. Sooner or 
later you reach a saturation point. As you know, your statement has 
been submitted to all the Senators in advance of the hearing. We have 
all read it. I do not think we should impose upon you to read the 
statement here. 

Senator Dirksen. He would like to read it in full, Mr. Chairman. 
It is not too long. 
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Senator McCarruy. If you would prefer reading it, we have no 
objection. 

Mr. Summerrrevp. If you have the time, Mr. Chairman. 

Senator McCarrny. We certainly have the time. You may read it 
since it is important. 

Before you start to read, Mr. Summerfield, I would like to have the 
record show that the total estimate of $2,760 million for fiscal 1955 
reflects a decrease of $72,250,000 when compared to the figure of 
$2,832,250,000 appropriated for 1954. At this point I will insert in 
the record pertinent material submitted by the Department concern- 
ing revenue, obligations, and deficit estimates. 

Senator Dirksen. Specifically, Mr. Chairman, I think that the table 
on page 1 of the justification showing postal deficit, workload, and 
employment and the one on page 2, volume of mail special services 
and postal revenue 1953-55, should be included. 

Senator McCarruy. Those particular tables will be included. 

(The table referred to follows:) 


Postal deficit, workload, and employment, 1953-55 














Stes 1953 (unau- | Percent 1954 (esti- Percent 1955 (esti- Percent 
em dited ncreast mate) increase mate) increase 
Revenue ie 5 $2, 091, 820, 000 7.93 |$2, 331, 500,000 | 11. 46 | 32, 430, 968, 000 4.27 
Obligations -. we 2, 754, 671, 741 3.00 | 2, 768, 730, 451 0. 51 | 2, 760, 000, 000 —, 32 
NTE. ntnncss mciasaiecaheneiie 662, 851,741 | —8. 83 437, 230, 451 | —34. 04 329, 032,000 | —24.75 
| = : | = 

Volume of mail 
thousand pieces 52, 500, 000 5. 20 54, 100, 000 3.05 55, 800, 000 3.14 

Special services 
thousand transactions 849,994 | —3.79 852. 627 | 31 859, 561 81 
Paid employment man-years 510, 439.7} 4.17 | 518,004.4| 1.48 516, 845. 1 — 29 
Productive employment -hours 944, 888, 327 2.64 | 958, 179, 776} 1.41 958, 376, 568 - 02 


1953) 


> 
) 


Volume of mail and special services and postal revenues, 1953 55 (estimated as of June 1¢ 





Percent of increase 


1955 estimate 
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Obligations, 


APPROPRIATIONS, 


1958-55 


Appropriation 1953 (actual 
Administration $16, 361, 185 
Operation 1, 858, 644, 072 
l'ransportation 768, 808, 330 
Finance 16, 498, 778 
Facilities 94, 125, 828 

Subtotal 2, 754, 438, 193 
Judgments, United States court 175, 654 
Judgments, Court of Claims 
Comptroller CGeneral adjustments for 

losses and contingencies (unappro 
priated 7, 894 
Postal obligation 2, 74, 671, 741 


1954 (estimate) | 1955 (estims 


$18, 014, 000 $20, 494, 





1, 899, 034, 700 1, 901, 776, 
720, 158, 350 703, 219, 
17, 920, 000 8, 5O1, 
113, 495, 000 126, 010, 


68, 622, 050 2, 760, 000, 


106, 856 
1, 545 


), THR, 730, 451 2, 760, 000, 


ate) 


000 
000 


000 | 


000 
000 


000 


000 


1955 


Increase, 195 
over 1954 


$2, 480, 000 
2, 741, 3) 
16, 939, 350 
—9, 419, 000 
12, 515, 000 


&, 622, 05) 
106, 856 
—1, 546 


8, 730, 451 
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MAIL VOLUME 


Senator Dirxsen. There are other tables that do not necessarily 
have to be included but those general tables I think should be included. 
I believe, also, that if you will furnish a comparative breakdown, for a 
number of years, by classes of mail, it would be rather informative. 
That is to say, a tabulation showing the number of pieces or poundage, 
volume, and dollar cost of first-, second-, third-, and fourth-class mail. 
If you show it back for a number of years it will show how it has been 
progressively building up. 

Mr. Stans. How many years would you like to have that for ? 

Senator Dirksen. Five years would be enough. 

Mr. Summerrreip. We will be hap py to prepare it for you. 

(The tables referred to follow:) 


Stine 


and spe zal services and postal reve? 


of mail 
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NEW YORK TUBE CASE 


Senator McCartuy. I have been very much interested in the New 
York case, involving, as I understand it, a yearly contract for a mail 
transmission tube which cost in the neighborhood of a million dol 
larsa year. Then suddenly despite advice to the contrary, the Depart 
ment approved a 10-year contract for this tube at a completely ex 


horbitant figure. The Department is doing the same work now for 


around $25,000 a year and rendering better service. I can hardly 
believe that could have been the result of stupidity. It seems impos 
sible that there would be a waste of close to a million a year in some 


thing as simple as that and as easy to understand merely because of 


incompetence. I wonder if your legal staff has examined the matter or 


did you refer it to the Justice Departme nt so as to get a picture insofar 


as possible criminal action might be indicated ? 

Mr. SuMMERFIELD. We have done that. We have been in constant 
contact with the Department of Justice and they have reviewed every 
action we have taken with respect to the so- called New York tube 
case. It is true the costs were excessive and we are presently supplying 
that particular service without any loss in efficiency, I might add, for 
approximately $25,000 a year. 

Senator McCarrny. Perhaps you might not want to give an opinion 
on this until your legal staff has reviewed it thoroughly, but in your 
offhand opinion could this possibly be the result of ‘stupidity or is it 
something worse ¢ 

Mr. SUMMERFIELD. It is very difficult for any practical person in 
surveying the case and the opinions rendered by the Inspection Service 
and advice to the Postmaster General pointing out the inefficiency of 
the operation and excessive cost, how it would be possible for anyone 
to justify the action of entering into a 10-year contract which would 
result in such a tremendous waste of pub lic funds. 

However, I would not presume to try to analyze the reasons why 
it was entered into. We were so amazed when we studied it to find that 
all our studies indicated that we could do this operation for approxi 
mately $61 a day, that we decided we were going to institute what we 
calla pilot operation. We would suspend the operation for a period of 
30 days, actually do the work, keep a very accurate check on all the 
operations and the efficiency of service rendered, and so forth, in order 
to be sure that since this seemed almost be yond our imagination and 
certainly the conservability of that kind of operation, at the end of 30 
days our studies that we had made earlier were proven to be accurate. 
We immediately took steps to notify the lessors of the fact that we 
were canceling the contract. It is now all part of the record. I have 
prepared here a complete statement which I believe is the statement 
prepared at the request of the Appropriations Committee of the House, 
and which we would be happy to submit for the record. 

Senator Dirksen. Does that show the general nature of the con 
tract / 

Mr. SUMMERFIELD. Yes. 

Senator Dirksen. How it was entered into and for what purpose 
and overall cost and every pertinent fact relating to it? 

Mr. SumMerriexp. It does. 

Senator Dirksen. I think it should be inserted. 
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(‘The statement referred to follows:) 
PNEUMATIC TUBE SERVICE OF NEW YORK 


Pneumatic tube service was first placed in operation in New York in 1807 when 
approximately 6 miles of tube were placed in operation at an annual cost of 
$168,000 ($28,820 per mile) It continued in operation each year until July 1, 
1918, when the Postmaster General terminated the service 

Service was not resumed until September 15, 1922, when the Postmaster Gen 
eral entered into a contract for a 10-year period after Congress had appropriated 
$513,000 for the service. The appropriation act limited the price per mile to 
$18,500 with provision for increasing the per-mile cost, upon application to the 
Interstate Commerce Commission, to a sum not to exceed $19,500 a mile rhe 
service has been in continuous operation since that date 

By the act of Mareh 2, 1907 (34 Stat. 1211), the Postmaster General was 
iuthorized to enter into contracts for this service for terms not to exceed 10 
vears. A summary of legislation since that date is set forth in the appendix 
Since September 1922 the Postmaster General has entered into a number of con 
racts for varying periods of time subsequent to the expiration of the first 10-year 
ontract) The periods covered by those contracts are as follows 
July 1, 1982 to July 1, 1984 (with right of three annual extentions This contract 

was extended to December 31, 1947). 

January 2, 1938, to February 28, 1938 

March 2, 1988, to June 30, 1938 

July 1, 1988, to June 30, 1940 

Iuly 1, 1940, to June 30, 1941. (with right to extend to 1 year, the right being 
exercised ). 

July 1, 1942, to June 30, 1947 (with right to extend 6 months and with a further 
provision for 6 months’ extension by mutual consent, both of which were 
exercised ). 

July 1, 1948, to June 30, 1949 (with the right to extend for 6 months, the right 
being exercised ). 

January 1, 1950, to December 31, 1950 

January 1, 1951, to December 31, 1960 
The contracts covering the period July 1, 1938, to December 31, 1950, author 

ized the Postmaster General to terminate the contracts whenever appropriations 

were not available therefor or when he determined that the public interest 
required termination. These provisions were not expressly stated in the current 
agreement, 

Files disclose the Department was advised that the tube system could be kept 
in operation after December 31, 1950, only if power conversion equipment were 
installed. The estimated cost of such installation was $300,000 which the owner 
desired be amortized over a 10-year period. 

The service is presently operating under an agreement with the New York 
Mail and Newspaper Transportation Co. which covers a term of 10 years from 
January 1, 1951, to December 31, 1960. The agreement provides for compensa 
tion not in excess of $887,628.52 a year ($15,500 per mile per annum). Adjust 
ments of price under the contract are predicated upon the contractor's costs for 
certain items during the preceding calendar year. The owner furnishes the 
tubes, equipment and machinery pertinent as well as necessary supplies. ‘Lhe 
Government furnishes the electric power necessary to operate the tube system, 
the necessary operators, and space in postal facilities. 

The annual cost at current rates to the Post Office Department for the opera 
tion of tube service is as follows: 


\greement price (at the current rate of $29,876.25 per month) $358, 516. 00 
Electric power _ ~~. am 63, 656. 00 
Post Office personnel used incident to tube service SD, T45. 52 
Telephone system 3, 9853. 17 
Salaries of tube personne! 195, 249. 55 

Seeks «uid __— - ; 1, 007, 150. 24 


As previously stated, a number of surveys over a period of time developed vol 
uminous statistics relative to the operation of the tube service at New York 
Most. of these studies concluded with the recommendation that the serviee be dis 
continued, As an example, while a survey committee appointed by the Postmaster 
General recommended, on March 15, 1950, advertisements for bids for renewal of 
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the contract, they changed their recommendation on May 15, 1950, and suggested 
that the tube system be abandoned if abandonment was “in conformity with 
present policy.” The latter recommendation came as a result of contemplated 
inauguration of additional motor-vehicle service in New York, which service 
would parallel the tube route. The additional motor-vehicle service was essen- 
tial to expanding postal operations including the handling of bulk mail which 
could not be transported by the tube. The committee computed conservatively 
that the abandonment of the tube system would save $280,634.63 annually. On 
June 6, 1950, the same committee filed a supplemental report based upon addi- 
tional studies in which it was concluded that the estimated savings by supplant- 
ing the pneumatic-tube service with motor-vehicle service, would be $449,402.23. 

On May 18, 1950, Acting Assistant Postmaster General Cornwell addressed a 
memorandum to the Postmaster General summarizing the situation and conclud 
ing that in the interests of economical administration, the use of the tubes could 
be discontinued at the termination of the then current contract, December 31, 1950 

Notwithstanding these reports the Post Office Department, on August 25, 1950, 
submitted to Congress a bill revising the then existing law relating to the trans 
mission of mail in pneumatic tubes. The bill submitted was passed by Congress 
and approved by the President on December 27, 1950. Pertinent provisions of 
the old law which were omitted included, among other things, the requirement 
that no advertisement for tube service should be issued until after a careful 
investigation as to the needs of such service and a favorable report in writing 
had been submitted to the Postmaster General by a commission of not less than 
three postal officials. The bill further changed the provision of Public Law 548, 
approved June 30, 1948, which provided that the price per mile for this type of 


1 


service shall not exceed $12,000. The law approved on December 27, 1950, in- 
creased the price per mile to $15,500 for a 10-year period, after which the price 
must revert to $12,000 

On May 28, 1953, inspectors then engaged in a comprehensive survey of the 
postal service at New York, N. Y., recommended discontinuance of the tube 
service. The report showed that the tubes were operated from 6 a. m. until 
midnight Monday through Friday, there being no tube service Saturdays, Sun- 
days, or holidays, and that counts of the mail disclosed that tubes carried only 
32 percent of the letter mail during the hours they were in operation; that it was 
necessary to maintain motor-vehicle service to carry 68 percent of the letter mail 
and all of the bulk mails during the hours the tubes were in operation, and all 
mails on Saturdays, Sundays, and holidays; that the capacity of scheduled motor- 
vehicle service was not being utilized during the hours that the tubes were in 
operation even though an appreciable amount of mail would have been expedited 
thereby ; that some mails were actually being delayed through relay handling at 
tube stations; that tube machinery was occupying valuable floor space urgently 
needed for other mail-handling requirements; that the noise of operation of the 
tubes contributed to the general confusion of crowded quarters; and that the 
necessity of locating postal stations on the tube line frequently operated to the 
disadvantage of the Government and the public from the standpoint of accessi- 
bility and cost. It was estimated that almost the entire sum of $1,007,150.24 
could be saved through discontinuance of the tube service, and that two additional 
motor vehicles costing $22,168.44 could handle all of the mail then being trans- 
ported by the tube system. In brief, it was concluded that the tube system had 


t 
outlived its usefulness and had become excessively costly 


























A test operation suspending the tube system and supplanting the operation with 
motor-vehicle service started December 1. This test confirmed the estimate of 
previous studies and. therefore. use f the tubes was discontinued effective 
December 31, 1953, pursuant to formal notice to the contractor. 

Reference is lix hereto, whi provides further details relative 
to the pneumatic-tube con t 

s New York P Tucse CONTRACT 
re fr Tar ry 1. 1951. to December 31. 1960 
: zB 

New York M & Newspaper Transportation Co., a corporat 

ier the laws of the S f New York, with executive offices at 
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SURETIES 


1. Lamson Corp. of Delaware, a corporation organized under the laws of the 
State of Delaware, with executive offices at Syracuse, N. Y. 





Lamson Corp., a corporation organized under the laws of the State of New 
York, with executive offices at Syracuse, N. ¥ 


COMPENSATION 


Compensation is not to exceed $387,628.52 a year ($15,500 per mile per an 
hum) for 
1. The first year, $352,912.08 ; 
2. Bach succeeding year 
(a) Fixed charges, S163,072.31; 
(vb) Variable costs—-the cost to the contractor during the preceding 
year for certain stated items such as salaries, maintenance, and repairs 
See schedule A of contract Variable costs include, as well, amortiza 
tion at 3 percent interest over the period of the contract of the cost of 
power conversion equipment installed at the beginning of the term 


SUBJECT OF CONTRACT 


\ pneumatic tube service in New York, N, Y., connects the main post office and 
21 station It provides a double line of tubes 25.0083 miles in length. The 
contractor furnishes necessary supplies to operate and maintain the tubes, equip 
ment and machinery appertinent thereto, including powerplants The system 
is required to be kept in operation 19 hours a day for 5 days a week plus 36 
additional hours during December of each year ‘The system is to be capable of 
transmitting carriers at 30 miles an hour. The contractor is required to make 
expeditious repairs and to remove equipment at the end of the term or at the 
end of the lease of any post office station 


TERMINATION PROVISIONS EXPRESSLY SET FORTIL IN THE CONTRACT 


1. Repeated failure of the tube system to operate for causes within the control 
of the contractor 
2. Repeated failure of the contractor for reasons within his control to make 
necessary repairs to the tube system properly 
3. Refusal of contractor to discharge any person when requested to do so by 
the Postmaster General; and 
t. Whenever the contractor shall become a Member of or Delegate to Congress. 


STANDARD CLAUSES 


The contract contains standard provisions on congressional interest, diserim 
ination in employment, contingent fees, and patent protection to the Government 


TERMINATION UNDER CONDITIONS NOT GIVING THE GOVERNMENT THE RIGHT TO 
rERMINATI 


In the event of termination under the above conditions, the contract provides 
that the Government shall pay 

1. The unamortized cost of the power conversion equipment ; 

2. “The contractor's cost, whether or not chargeable to an expense account 
set forth in schedule A for the year in which such suspension or discontinu 
ance occurs, incurred or realized in connection with then existing contracts 
or arrangements for the purchase of sets of carriers or the cancellation or 
termination of such contracts or arrangements.” ‘These provisions are said 
to be “regardless of other rights or obligations of the parties arising from 
the suspension or discontinuance,” 


GOVERNMENT'S OBLIGATION UNDER THI CONTRACT 


The Government is obligated under the contract to 
1. Pay the compensation provided therein ; 
2. Furnish electric power necessary for the operation of the tube system; 
3. Provide the necessary operators to operate the tube system, including 
necessary telephone switchboards and supervisors ; 
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4. Furnish space in postal facilities for the tubes, powerplants and othe 
necessary equipment of the tube system, and 
5. Allow access to the premises for repair of the system. 
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il othe ; : 
; he exceeding four years, after public advertisement once a week for a period of six 


consecutive weeks in not less than five newspapers, one of which shall be pub 
ished in each city where the service is to be performed. That the contracts for 
this service shall be subject to the provisions of the postal laws and regulations 
elating to the letting of mail contracts, except as herein otherwise provided, and 
hat no advertisement shall issue until after a careful investigation shall have 
etnies been made as to the needs and practi ability of such service and until a favorable 
me report, in writing, shall have been submitted to the Postmaster-General by a com 
ission of not less than three expert postal officials, to be named by him; nor 
shall such advertisement issue until in the Judgment of the Postmaster-Genera|! 
the needs of the postal service are such as to justify the expenditure involved 
\dvertisements shall state in general terms only the requirements of the sery 
T ice and in form best calculated to invite competitive bidding 
AN “That the Postmaster-General shall have the right to reject any and all bids 
hat no contract shall be awarded except to the lowest responsible bidder, tende! 
470 ne full and sufficient guaranties, to the satisfaction of the Postmaster-General 
isn f his ability to perform satisfactory service, and such guaranties shall include 
in approval bond in double the amount of the bid 
8, SOK “That no contract shall be entered into in any city for the character of mail 
¥, AY ervice herein provided which will create an aggregate annual rate of expendi 
ure, including necessary power and labor to operate the tubes, and all other 


$19, 


1, Be expenses of such service in excess of four per centum of the gross postal revenue 
1 on f seid city for the last preceding fiscal year 
: That no contract shall be made in any city providing for three miles or more 
! of double lines of tube which shall involve an expenditure in excess of seventeen 
. thousand dollars per mile per annum, and said compensation shall cover power, 
, vor, and all operating expenses 
i That the Postmaster General shall not, prior to June thirtieth, nineteen 
indred and four, enter into contracts under the provisions of this Act involvin 
+ 0 h unnual expenditure in the ageregate in excess of eight hundred thousand 
dollars; and thereafter only such contracts shall be made as may from time to 
ime be provided for in the annual appropriation Act for the postal service; and 
| provisions of law contrary to those herein contained are repealed.” 
Authority for the Department to contract for the transmission of mail by 
pneumatic tubes for 10-vear periods was contained in the Appropriation Act for 
he fiscal year ending June 30, 1908, as follows 


upter 13 ‘An Act Making appropriations for the service of the Post-OfMfiee Depa 
ment for the fiscal year ending June thirtieth, nineteen hundred and eight, and for other 
prone approved March 2, 1907 (S34 Stat, 1211) 


For the transmission of mail by pneumatic tubes or other similar devices 
ne million two hundred and tifty thousand dollars, and the Postmaster-General 
hereby authorized to enter into contracts not exceeding, in the aggregate, one 
nillion three hundred and eighty-eight thousand seven hundred and fifty-nine 
dollars, under the provisions of the law. for a period not exceeding ten year 
Provided, That said service shall not be extended in any cities other than those 
n which the service is now under contract under authority of Congress, except 
the Borough of Brooklyn, of the City of New York, and the cities of Baltimore 
irviand: Cincinnati, Ohio; Kansas City, Missouri; Pittsburgh, Pennsylvania, 
nd San Francisco, California.” 
rhe Appropriation Act approved May 27, 1908, which continued the 10-year 


term of the contracts is as tollows 


Chapter 206 “An Act Making appropriations for the service of the Post-Office Depart 
ment for the fiscal year ending June thirtieth, nineteen hundred and nine, and for other 
at purposes,” approved May 27, 1908 (35 Stat. 412) 


‘For the transmission of mail by pneumatic tubes or other similar devices, one 
villion dollars; and the Postmaster-General is hereby authorized to enter into 
ontracts not exceeding, in the aggregate, one million three hundred and eighty 
eight thousand seven hundred and fifty-nine dollars, under the provisions of the 
iw, for a period not exceeding ten years 

And the Postmaster-General is hereby authorized and directed to investiga 


nd report to Conwress not later than Jnnuary first, nineteen hundred and nine 
he feasibility and desirability of the Government purchasin rv installing the 
tipment for pneumatic tube service, and thereafter operati the snime in the 

ex Where such sery ( Show ih operat a ertainoa tor rt | 
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approximate cost of purchase and likewise of installation and the cost of mainte- 
nance and operation.” 
All of the foregoing was codified in title 39, United States Code as section 423, 
The transmission of mail by pneumatic tube service was continued through 
annual appropriations until June 30,1918. The following appeared in the Appro- 
priation Act approved March 3, 1917: 


Chapter 162 “An Act Making appropriations for the services of the Post-Office Depart 
ment for the fiscal year ending June thirtieth, nineteen hundred and eighteen, and for 
other purposes,” approved March 3, 1917 (39 Stat. 1063) 


“For the transmission of mail by pneumatic tubes or other similar devices, 
$1,001,000: Provided, That the Postmaster General is hereby authorized and 
directed to extend existing contracts for pneumatic-tube service until June 
thirtieth, nineteen hundred and eighteen, and the Postmaster General is directed 
to expend this appropriation for the sole purpose of continuing the existing 
pneumatic mail-tube service, and no part thereof shall be expended for the trans- 
portation of mails in any other manner than herein authorized: Provided further, 
That a commission consisting of three members of the Committee on Post Offices 
and Post Roads of the United States Senate, to be designated by the Vice Presi- 
dent, and three members of the Committee on Post Offices and Post Roads of 
the House of Representatives, to be designated by the Speaker of the House, is 
hereby authorized and directed to investigate the value of the pneumatic-tube 
service, their properties, franchises, and other equipment, with a view to the 
purchase and operation of the same or any portion thereof by the Government and 
to ascertain the cost and the terms upon which such purchase may be made. 
The employment of expert and other assistance is authorized and the expense of 
such assistance and of the inquiry shall be paid from the appropriation for service 
by pneumatic tubes, not to exceed $25,000, and said commission shall make a 
report, with recommendations to Congress, on or by the first day of January, 
nineteen hundred and eighteen.” 

Congressional authority for the resumption of pneumatic tube service was 
not granted until the Appropriation Act for the fiscal year ending June 30, 1923, 
which provided: 





ing appropriations for the Post Office Department for the 
ng Jur 30, 1925, and for other purposes,” approved June 19, 1922 





“Sec. 5. For the transmission of mail by pneumatic tubes or other similar 
devices in the city of New York, including the Borough of Brooklyn of the city 

















of New York, at an annual rate of expenditure not in excess of $18,500 per mile 
of double line of tubes, including power, labor, and all other operating expenses, 
$513,911.50 Pri 1, That the rovisions not inconsistent herewith of the 
Acts of April 21, 1902, and May 27, 1908, relating to the transmission of mail by 
pneumatic tubes or other similar devices, shall be applicable hereto: Provided 
further, That either party to the contract for the transmission of mail by pneu- 
itic tubes or ¢ er SII r devices apply to the Interstate Commerce Com- 
mission at any tir October 1, 1922, and before July 1, 1923, for a revision 
of this rate, its decision to be effective after July 1, 1923, but in no case shall the 
y ey eed S19.500 eT 
I s t l I d t foregoing law, the amount of 
$18,500 pe ile Was increased by the Interstate Commerce Commission to $19,500 
l smiss t t mn was resumed under 
rity 4 nA yp I M 26, which provided : 
( r4 Ar zg r r < rt st Off r - 
a ar = - appre r - 
I I f g tw s of pneumatic tubes, not including 
r ~ g s smission mail in the city of 
Bos Mass., $24,000 I I r s S not inconsistent herewith 
Acts 2 Wi M 27, 1908, r ng to the transmission of 
- S ar « es sna be applicable hereto.” 
Funds smiss r t s Boston, Mass.. and 
N York, N. ¥ subs ent ropriatior ts for the Pos 
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At the time the Post Office Department appropriation bill for 1989 was sub 
mitted, the Department apparently was undecided about the situation at New 
York, N. Y. Accordingly, the Appropriation Act for 1989 covered only the trans 
mission of mail at Boston, Mass. The appropriation for the transmission of mail 
by pneumatic tubes at New York, N. Y., was included in the second deficiency 
appropriation bill, 1938, as follows 


Chapter 681, “Making appropriations to supply deficienct in certain appropri 
the fiscal year endin Tune 0, 1988 ind for prior tiseal years, to provide supplemental 
appropriatior for the fiscal vea endl Tune 30, 1988, and June St 1939, and for 
other purposes,” approved June 25, 1988 (52 Stat. 1144 


“Pneumatic-tube service, New York City: For rental of not exceeding 28 miles 
of pneumatic tubes, hire of labor, communication service, electric power, and 


other expenses for transmission of mail in the city of New York includin he 
Borough of Brooklyn, fiscal year 1989, $561,888: Provided, That not to exceed 
$7,800 of this sum shall be available toward the cost of the relocation of the 
pneumatic-tube line and machinery incidental to removal of the post-oflice station 
from Varick Street to Canal Street: Provided furthe That the provisions of the 


acts of April 21, 1902, May 27, 1908, and June 19, 1922 (S30 U.S. C. 428), relating 
to contracts for the transmission of mail by pneumatic tubes or other similar 
devices shall not be applicable hereto.” 

During the 76th Congres a measure was enacted to authorize and direct the 
Postmaster General to provide for an appraisal of the properties comprising the 
pneumatic mail tubes systems at New York and Boston The law (Public Law 
71, approved May 12, 1989), provided as follows: 

‘That the Postmaster General is authorized and directed to provide for an 
appraisal by competent engineers of the properties comprising the pneumatic 
mail tube systems in New York and Boston and the franchises enjoyed and patent 
rights utilized in connection therewith 

“Sree, 2. There is authorized to be appropriated, out of any money in the Trens 
ury not otherwise appropriated, such sum as may be necessary to carry out this 
act but not to exceed $25,000." 

During the SOth Congress, Public Law 848, approved June 30, 1948, was enacted 
to provide as follows: 

“That the provisions of the Acts of April 21, 1902; May 27, 1908; and June 19 
1922 (39 U.S. C. 423), relating to contracts for transmission of mail by pneumatic 
tubes in New York, New York, including the borough of Brooklyn, are hereby 
amended to provide that the annual rental contract payment rate for the use of 
the twenry-six and nine hundred and sixty-nine thousandths miles of double-line 
pneumatic-tube facilities shall not exceed $12,000 per mile: Provided, however, 
That the rate shall be inclusive of maintenance expenses but shall be exclusive of 

ll operating expenses.” 

During the 79th Congress, the Bureau of the Budget directed the Post Office 
Department to examine the language contained in its annual appropriation acts, 
and submit substantive legislation to cover any items contained therein which are 
subject to points of order. Such legislation was submitted and introduced in 
the 70th Congress as H. R. 5186. Among the items covered thereby was language 
relating to the transmission of mail by pneumatic tubes at Boston, Mass. and 
New York, N. Y. This measure failed of enactment and the legislation was re 
submitted to the 80th Congress, It was introduced as 8S. 1426. As passed by the 
Senate that measure contained, as section 138, provisions relating to the trans 
mission of mail by pneumatic tubes at Boston, Mass., and New York, N. Y 

Although legislation of this nature again was submitted to the Slilst Congress, 
the legislation submitted by the Department did not cover the transmission of 
mail by pneumatic-tube service. The reason for this omission is not apparent, 
However, the Department on August 25, 1950, submitted to Congress a bill to 
revise and enact into positive law the laws relating to the transmission of mail 
in the pneumatic tubes. This legislation was enacted as Public Law 8&9, ap 
proved December 27, 1950, and provides as follows: 

“That the Postmaster General may enter into contracts, for terms not exceeding 
ten years, for the transmission of mail by pneumatic tubes or other mechanical 
devices. 

“Seo, 2. Contracts for the transmission of mail by pneumatic tubes or other 
mechanical devices shall be subject to the provisions of laws relating to the 
letting of mail contracts, except as otherwise provided in this Act Advertise 
ments shall state in general terms only the requirements of the service and shall 
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be in the form best calculated to invite competitive bidding. The Postmaster 
General may reject any and all bids. No contract shall be awarded except to 
the lowest responsible bidder tendering full and sufficient guaranties to the satis- 
faction of the Postmaster General of his ability to perform satisfactory service. 

“Sec. 3. In the city of New York, including the Borough of Brooklyn, the 
annual rate of expenditure for the transmission of mail by pneumatic tubes 
shall not exceed $15,500 per mile per annum of double line pueumatic-tube 
facilities for a period of ten years, after which time the annual rate of expendi 
tures per mile shall not exceed $12,000. This rate shall be inclusive of main 
tenance expenses but shall be exclusive of all operating expenses 

“Sec. 4. All laws or parts of laws inconsistent or in contlict wtih this Act are 
hereby repealed. This shall include, but is not limited to, the following laws: 

“(a) The provisions of the Acts of April 21, 1902; March 2, 1907; May 27, 
OOS: and June 19, 1922 (39 U.S. C. 423). relating to contracts for transmission 
of mail by pneumatic tubes ; and 

“(b) The Act entitled ‘An Act to provide for certain administrative expenses 
in the Post Office Department, including retainment of pneumatic-tube system 
and for other purposes’, approved dune 30, 1948 (62 Stat. 1165)." 


rEN-YEAR CONTRACT 


Mr. SumMerrie.p. If there is any information upon review which 
you care to have the Department provide, we will do so. 

Senator McCarruy. Does your investigation shed any light upon 
why, this contract from year to year, after strong advice that it wa 
an unwise contract to entel ito, was suddenly extended and approved 
as a 10-year contract ‘ 

Mr. SumMerrietp. No. Really, I can find no indication of any 
particular reason or justification other than that there was an item 
considered at the time of a changeover in one type of service to an 


other, electrical 


service, from so-called alternating current to direct 
current or vice versa, Whichever it was. 

But the 10 veal aspect vl cl requ red, of course, as Vol KHOW 
probably that an act of ( ongress be passed, so a bill was introduced 
into the Senate to prov ide for it. 

Senator McCarruy. Who introduced the bill ¢ 

Mr. SumMerrieLp. Senator Humphrey, of Minnesota. 

Senator McCarrny. I must confess I know very little about the 
rpehe keround. Were there hearings on the bill # 

Mr. SUMMERFIELD. I understand there were no hearings but I would 
not make that as a positive statement. 

Senator JoHNstTon. Two years before in the 80th Congress, you will 


find Senator Langer introduced the bill after making an investiga- 
tion which he called thorough in New York. He came back and in- 
troduced the bill and it passed through the Senate during that Con- 


orTress, 
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Senator MeCarrity. Then in the new session Senator Humphrey 
introduced a bill. Do you know if there was a report made on that 
particular bill? 

Senator Jounstron. I do not recall. 

Senator McCarrivy. | am not casting any reflections on any Sen 
itor for introducing the bill or the committee for passing it. 

Senator Jounston. This is nothing new. Back in the nineties it 
tarted and then the Democrats cut it out about 1918 and the Repub 

cans put it back in 1922 or 1928 so it has been in and out and in and 
out. It is nothing new. 

Senator McCarriry. It is something that concerns me very much 
because you have here an obvious waste of about a million a year. It is 
omething that even a child could see. You have the Postmaster Gen 
eral, the previous Postmaster General, advised not to sign even a year’ 
contract. The Post Office Department requested a bill to be introduced 
ilowing a 10-year contract. They have been advised not to sign even 
cs year contract. Someone over there knew or should have known 
they were asking for authority to throw away a million dollars a year 
for 10 years. 

Tecan easily understand how Senator Langer or Senator Humphrey 
or anyone else would have depended upon the Postmaster General and 
believed what he said and introduced the bill. [am not trying to cast 
reflection upon them. I do not know what they were told. The same 
as if Mr. Summerfield comes and tells us he needs a certain piece of 
legislation, we have to depend upon his judgment to a certain extent 
id someone would introduce it. Is the House committee holding 
earings on this now? On this New York matter / 

Mr. SUMMerrvieLpD. On this particular action, Lam not aware of it 
f they are. 

Senator MeCarruy. T thought 1 had read in the paper some com 
mittee was taking this up. If they had, vou would know about it 
I wonder if we should not go into that in some detail. I would like 
to know who is responsible, had it Just been stupidity. 

Senator Dirksen. Very appropriately the Committee on Govern 
ment Operations has jurisdiction on it. 

Senator JouNnsron. Lam informed that bill passed in the 80th Con 
gress and went into law then and that the only thing that Humphrey 
was Introducing was the write-off, the $350,000 conversion from ad. « 
toa.c. current. It was only to pay for the current. 

Senator McCarriuy., Obviously this is something that should be 
checked into, Some committee must check into a situation where you 
are wasting a million dollars a year in something that is so patently 
improper. The question is, should this committee go into it or should 
we refer it to the Government Operations Committee / 

Senator MayBnank. Whichever does it, it Is all right. 

\s Senator Jolinston says, change of current cost S300,000, 


Senator McCarriy. Tam not talking about the bill. Iam talking 


about a million-dollar contract which the Postmaster General signed 


for 10 years when he had been advised not to. He was told it wa 
wasteful, that the mal could be delivered at a much lesser cost, 
Senator Maypank. Who advised him not to sien it 7 


itor MceCarriuy. Whose task would that be ? 
Mr. Hook. The inspection service 
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Mr. SumMerrretp. In the document I just submitted for the record 
the communications between the Inspection Bureau and the Postmaster 
General are a part of it which identifies the statements made to the 
Postmaster General and recommendations with the dates properly 
identified so they will be part of the record. 

Senator Maybank. Iam not on the Post Office Committee and do 
not know the details. Whatever you want to do is all right with me. 


FURTHER INVESTIGATION SUGGESTED 


Senator McCarruy. I will have Mr. Joyce take it up with the in- 
vestigating committee and determine whether they will go into it there 
or whether we will be able to handle it here. We do not have the stafl 
on this committee to conduct a thorough investigation. 

We should have Mr. Joyce work with our investigating committees 
and go into that in detail. 

Senator MayBpank. It is the proper investigat ing committee to do it. 

Senator McCarrny. The documents you have submitted—will they 
show clearly that the former Postmaster General had been advised 
against signing this contract by the inspection service ? 

Mr. SumMerrievp. That is right. 

Senator McCarruy. How many copies do you have of that report ? 
I would like to give each Senator a copy. 

Mr. SumMerrieip. I have as many available as you would care to 
have; there is only one copy here but we will make them available 
immediately. 

Senator McCarrity. All right. 


DATE CONTRACT SIGNED 


Senator Maysanx. When did he sign it? When did Donaldson 
sign it? 

Mr. SummerrrecD. December 1950, I think the 29th, if my memory 
serves me correctly. 

Senator Maypanx. I would like to know if it is customary for the 
inspection service to advise the Postmaster General what todo? Does 
the Postmaster General do what this group says todo? Ido not know. 
It is no reflection on anybody. 

Mr. SumMMerFIeLp. You have to rely on the inspection service to 
make a field survey and study for you. That is one of the purposes 
for having the inspection service. 

Senator McCarruy. In other words, am I correct in this, that if 
you plan to discontinue a class 4 post office and substitute rural carrier 
service or plan on consolidating several rural routes, the inspection 
service makes a report? 

Mr. SumMerFrecp. They make an independent survey, independent 
from the other bureaus of the Department and report directly to the 
Postmaster General their recommendations. After that point, it be- 
comes an administrative position or policy. 

Senator McCartruy. Would you care to proceed with your state- 
ment now # 
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PREPARED STATEMENT 


Mr. SumMerrrecp. I would like to say first, Mr. Chairman, and 
members of the committee, | am grateful for the opportunity to ap 
pear before this body today and not only present our budget request 
for 1955, but also to thank the members of this committee for the 
plendid cooperation we have had, last year in the consideration of 
our budget and the many periods between a year ago and today. 

Before I undertake to talk about budget figures and plans for the 
Post. Office Departme nt, 1 want to thank each of you for your con 
tinued confidence in us and for your \ adel counsel and cooper: ation, 
Your understanding of our problems and your expressions of support, 
in budget hearings and on the floor of the Senate, have been encourag- 
ing to our spirit and have helped us in our program. 

Last spring we appeared before this committee to present our budget 
for fiseal 1954, the first under our management. At that time we took 
full advantage of the occasion to tell you, in the most candid terms, 
about the situation we found in the postal establishment. We prom 
ised to dedicate ourselves to a cooperative, dy namic program to carry 
out the mandate of President Eisenhower to improve service, reduce 
costs and decrease deficits. 

In appearing before you today for approval of a new year’s budget, 
we welcome the occasion to submit that program and its progress to 
the test of your scrutiny. We feel that we have made a long start 
toward our goals, and we are confident of your endorsement because 
what we are doing is largely what this committee has wanted done in 
the Post Office Departme nt for a long time. 

We ask only that, in appraising our measurable accomplishments 
you bear in mind that, while we are talking about a new year’s budge t, 
only about 9 months have elapsed since we last reported to you. Our 
experience during that time has confirmed the sobering magnitude of 
the task of improvement that lies before us. 


TILREE BILLION DOLLAR BUSINESS 


In brief, what we found was a $3 billion business which had been 
operating for many years with too little regard to the most obvious 
principles and practices of sound management. It is not necessary 
to repeat now all the shortcomings of the postal establishment as we 
found it. The record of the 1954 hearings spelled them out 
thoroughly. 

There is a purpose in telling you briefly about what we found and 
what we are doing about it, before discussing our financial needs. 
This is a time of reorganization for the Post Office Department. Con- 
sideration of our budget request should, we think, be made with the 
full backdrop of that reorganization operation before you. For that 
reason, in order to give you a broad view of our situation as it now 
stands, we want to take a little time right at this point to review 
the promises we made to you this spring, and to recount our perform- 
ances up to now, so you may have an adequate yardstick by which you 
can determine how well we have lived up to those promises. 
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LLEADQUARTERS REORGANIZATION 


1. Asa first order of business, we promised to reorganize our head 
quarters in Washington as a means of improving management and 
effecting economies. 

That has been done. It is still being done. 

The new management team—which you met here 9 months ago—has 
lived up to the promise implicit im the distinguished records its mem 
bers had achieved in private industry be fore coming to the postal 
establishment here. 

We have rearranged and streamlined headquarters functions. We 
have eliminated duplication of activities and excessive layers of su 
pervision. We have made a more realistic alinement of responsibil 
ities and have added important functions that had been nonexistent. 
We have given the Washington headquarters of the postal establish 
ment the most vigorous reorganization in its history. 


POSTAL OPERATION DECENTRALIZED 


We promised to delegate authority over post office operations to 
regional field managers. 

This has been begun. On November 24, 1953, we inaugurated the 
first region under the plan to dece eo alize post office operations. Re 
gional hes adquarters were opened in Cincinnati, with jurisdiction over 
postal operations in the tristate area of Indiana, Kentucky, and Ohio. 

This area represents, roughly, 10 percent of our total postal opera 
tions. It includes 15 million people, 42,000 postal employees and about 
$300 post offices. 

Decentralization will increase the responsiveness of the service to 
local needs and conditions by delegating management authority to 
field personnel commensurate with ‘their responsibility ; ; by allowing 
informed local personnel to solve local problems at a local level, thus 
speeding decisions. 

It will eventually reduce costs by giving field officials a much closer 
control of expenditures, by reducing correspondence and report writ 
ing and by the elimination of needless duplication of records. 

It will improve public and personnel relations by encouraging 
initiative among field personnel through giving them a more accessible 
ladder of promotion; by facilitating the training and development of 
future postal executives, and by providing a more efficient line of com 
munication between the postal employee and the point of decision. 

While we are, for the first time, decentralizing the management con- 
trol of post offices, decentralization has already been in effect in other 
activities, notably in transportation and accounting. We are making 
those decentralized activities more effective than they have been 
heretofore. 

We are proceeding cautiously on decentralization, for we will have 
many problems to solve before we will feel able to extend this activity 
to all regions. 


CONSOLIDATIONS IN POST OFFICES AND RURAL ROUTES 


We promised to make consolidations in post offices and rural 
routes. 

Senator Maypanx. May I interrupt? I get letters from time to 

time that I send to you gentlemen about closing post offices. Would 
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vou be able to make a guess as to how many post offices you have closed 
in the United States? 

ur head Mr. Summerrrevp. I am just going to read it into the record 

ent and Senator Maynank. I am sorry I interrupted you. 

Senator McCarrnuy. Proceed. 

Mr. Summerrretp. We have been doing this. As of November 30, 
vo—hins we had improved service to our patrons by closing 609 fourth-class 
ts mem post offices and substituting modern rural service in their place. 

e postal Senator Maynank. That is an improvement, you think 

Mr. SumMenrrirenp. I think so. 
ns. We Senator Maypank. Do the people think so / 

s of su Mr. SuMMerrFiELD. I think so. 

ronsibil By doing this we are making a saving of approximately $771,000 

PXIstent, a venr,. 

stablish ‘Senator Jounsron. Have you taken into consideration the increase 


of pay of officials in other post offices when this revenue is forced into 
the other post oflices ¢ 

Mr. SuMMerFieLp. We have taken all those matters into considera 
tion. We approac hed this thing on as ene a basis as possib ile fon 
us todo so. We have only one objective, sir, to actually improve the 
mail service to the people and at the same time to reduce the cost 


tions to 


ated the 


is. Re Those have been our objectives. In many instances when we have 
Lae over made these studies we have advised the Member of the House or of 
id Ohio the Senate from that particular State— 


| opera 


id about DISCUSSION OF POST OFFICE CLOSINGS 


Senator Jounsron. Have you notified me of any post office to be 


vice to . ‘ ‘ . 
sales closed in South Carolina 4 
orityv te ; ‘ . 
. Mr. SumMerrieLtp. I am sure we have notified every Member of 
lowing ‘ . e 
14] r Congress by districts. 
el, thus Th : . ' 
Senator Jounsron. Have you notified me of any post office which 


Bell was going to close in my State prior to its closing ¢ 
SS atl Mr. St MMERFIELD. I think we have, sir. | 
Senator Jounsron. I would like for you to produce that for the 

record. I want to know if one is to be closed in my State. 

Se Senator Maybank. The sad part about it and I speak most respect 
fully is that you get a letter from one of your constituents that the 

ment of post office is going to be closed before you hear anything about it. 

ot Se It is embarrassing to answer such a letter. If it could be done with 

oe out too much expense notify us so at least we would know. 

ieee. I have no complaint about some cd closed. 

ae Mr. Summenrrtevp. If there are any omissions on procedure as to 
cote notification they shall be corrected forthwith. I know that you 

gentlemen concur with us in our desire to improve service. 

Senator Maypank- I am not questioning it. I would like to know 
how to answer when somebody writes me a letter and not be ignorant 
up here about it. 

Mr. Guitn. Before any action is taken in the State and the district, 
the Congressman of that District and the Senator of that State is 
notified that the Department in its findings and field service have ad 
ad rural vised the Department that the post office could be closed and rural 

routes substituted in its place and asks if the Congressman or Senator 
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have any comments prior to the Post Office Department taking fur- 
ther action. 

If you have not received that letter, sir, it certainly is an Omission. 

Senator Maysank. I do not say I have not. We get so many 
letters. But I recall some instances where people have written me 
about post ollices being closed that 1 knew nothing about. I do not 
say that you are at fault. It is awful hard to keep up particularly 
when you are out of Washington and you may address a letter here 
and | may not get it. I do not recall getting it. 

Senator McCartnuy. May I ask you this, Mr. Summerfield. Do you 
have much interference from Congressmen or Senators when you at 
tempt to close a post oflice or consolidate rural routes? Is that much 
of a problem ? 

Mr. Sum™Merrietp. Generally speaking, most Congressmen and 
Senators are cooperative and understand. Then in a few instances 
of course there are those that are a little upset but it is usually because 
of their lack of information and not having checked into the matters 
closely enough themselves and upon determining the facts most of 
them are pretty much in accord with what we are doing. 

Senator Dirsken. One question. ‘That figure in your report is as 
of November 30. Do you have in mind a more current figure? That 
is about 60 days old. 

Mr. Summerrietp. The current figure, during the calendar year 
1953 a total of 744 post offices were discontinued. 

Senator Dirksen. That would be up to December 31? 

Mr. SumMenrrrecp. Yes. 

Senator Dirksen. That is your latest figure? 

Mr. SumMerFievp. Yes, sir. May I proceed, Mr. Chairman? 

Senator McCarruy. Yes. 


SAVINGS ACCOMPLISHED 


Mr. Summerrrep. I will repeat. 

By doing this we are making a saving of approximately $771,000 
ayear. Weare realistically adjusting our network of post offices and 
rural routes to meet changed conditions resulting from population 
shifts and improved communications. We have also initiated a pro- 
gram of consolidating post offices in urban centers wherever the cen- 
tralized distribution thus provided makes it possible to reduce cost 
and speed the service. 


MODERN PERSONNEL PROGRAM 


1. We promised to install a modern personnel program in the Post 
Office Department. 

As you know, we sought and received authority from the Congress 
to create a new Bureau of Personnel under an Assistant Postmaster 
General. The first steps to activate this bureau have now been taken. 

One of our major achievements in the field of personnel has been 
to introduce the merit system in selecting supervisors. The mechanics 
of this system were worked out carefully, after long consultation with 
representatives of the Civil Service Commission and the various postal 
employee organizations. As evidence of the tremendous interest in 
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this program among our postal employees more than 50,000 of them 
half or more of those eligible—took the first competitive examination 
under the system on November 14, 1953. 

In addition, a survey of wages and salaries in all branches of the 
service has been undertaken by a firm of management engineers. ‘The 
esults of this survey will be transmitted to Congress shortly for con 
sideration in connection with legislation now pened before it. 

Senator Magnuson. Have you testified yet on the bill for the flat 
ay raise for postal clerks and rural mail carriers ¢ 

Mr. SummMerrietp, I did not know that the hearings had been 
started on them. 

Senator Magnuson. Didn't you say they were starting this week ¢ 

Senator Jounsron. I do not id when they will start them in the 
House. 

Mr. SumMerrievp. I think the first date is the 8th. 

Senator Magnuson. The Department has not made a recommenda 
tion yet. 

Mr. SumMerriecp, Our study is not yet complete. 

Senator Magnuson. Because this survey is of vital interest to these 
people would this survey be completed in time so they would have 
advantage of it by the time the hearings are started ¢ 

Mr. Summerrietp. We expect to. It is forthcoming. We assumed 
that responsibility as a responsibility of management to study and to 
know its wage and salary structure. 

This is the first time, to our knowledge, that such a study has been 
made of postal jobs and pay rates. Heretofore, the Congress has had 
to legislate on this important matter without having before it ade 
quate facts, comparisons, and analysis of pay on a job comparability 
basis in the postal establishment. It is fair neither to the employees 
nor to the taxpayers for this important matter to be decided in an 
atmosphere of emotion and stress, of pulling and hauling. 

Senator Magnuson. I do not think there has been any pulling and 
hauling. I think these postal employees that come in with a flat 
suggestion that they can hardly live on what they get is entirely evi 
dent in the breakdown of the average mail carrier’s salary. I was 
hoping this survey might be such, as to graduate it upward to the 
extent they could get adequate pay. L think it has been long overdue 
and is one of the real important pieces of lewis! ition in this Congress. 

Mr. Summerrievp. I recognize it as such. 

Senator Magnuson. I was hoping you would have it ready in time. 
[ do not think they have been pulling and hauling, sir. I just think 
they cannot live on what they have got. 

Mr. Summerrietp. I was just reflecting some of the comments I 
have heard from some of the Members of the honorable bodies which 
you are one of. 

Senator Magnuson. You do not get as much mail as we do. 

Mr. Summerrietp. Maybe it was an improper comment. No indi 
cation of a reflection upon anyone. 

Senator Maenvuson. I understand. 


MODERNIZED BUDGET STRUCTURE 


Mr. Summerrietp. 5. We made acommitment that we would mod- 
ernize our budget structure. 
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Last year we were criticized and rightly so, for the complexity of 
our budget presentation, which followed the patter n of previous years. 

To meet this criticism, this year we are presenting our budget under 
five appropriations, arr anged along Bureau lines, for the convenience 
of the committee in examining witnesses and obtaining a clearer view 
of our ope ration. 

This arrangement matches our new accounting and reporting struc 
ture, and also gives us a basis for better control of spending according 
to activity responsibilities fixed by the new organizational plan. 

We have also reorganized and consolidated our budgeting work 
under the Bureau of the Controller. A vigorous program has been 


inaugurated to make use of the budget as a real and effective tool of 


management control and review. 
OPERATING CONTROL REPORTS 


6. We promised to reorganize our accounting program and to install 
a system for producing accurate and timely statements and operating 
control reports, 

By July 31 of last year, for the first time in postal history, the De 
partment began produci ing a monthly financial statement and analysis 
of current operations ina form practicable for use in executive decision 
making. 

We are in the process of modernizing our entire accounting system. 

We were the first government: al agency to simplify internal book 
keening by adopting “whole dollar” accounting. 

We have made many other improvements, such as the simplification 
of our cash handling, which enables us to discontinue accounting 
offices in the field and thereby effect clerical savings. 

Senator McCarry. What do you mean by “whole dollar” account 
ing ? 

Mr. SuMMerrieLp. In the preparation of our statements, there are 
a tremendous number of them made every day. While we keep an 
accurate aecounting of every penny we only refer to whole dollars 
in our general reports. 

Senator McCarrny. I see. 

Mr. SumMerrietp. This is the first step ina streamlining process by 
which we will consolidate cash funds into a single flow. This is a 
healthy and Tong-needed departure from the traditional “cigar box” 
cash control with its cumbersome separation of funds. 


COST CONTROL IN USE OF MANPOWER 


7. We promised to effect savings through cost control in the use of 
manpower. 

On June 10 we began test studies in 18 representative post offices in 
order to determine fair performance standards for 22 different mail 
handling operations. 

On July 27 we made our first pilot installation of these standards in 
the Chicago post office. This was followed by similar installations at 
Boston, Philadelphia, Detroit, Cincinnati and New York. 

We also have installed a pilot operation in the Postal Transports 
tion Service in Chicago. 


Thi 


Sen 


you @ 


Mr. 
jectio 
new | 
woul 
loss k 
opera 
we ha 

Sel 

Mr 
syste) 
" Se 


Mi 
on m 
W. 
in tl 
cece! 
tory, 
speci 
Ther 
in di 
port 
s« 
prod 
In 
macl 
han 
trib 
T 
to bi 
like 
ean 
I 


next 


v. 
sibl 
Der 


We 


so t 
effic 
5-ee 


flov 
anc 


plexity of 
ous years 
get unde 


nvenience 


‘arer view 


ing struc 
according 
lan. 

ing work 
has been 
ve tool of 


to install 
yperating 


. the De 
l analysis 


> decision 


y system 
al book 


lification 


Count ng 
account 
there are 


keep 
e dollars 


rocess by 
This is a 
rar box” 


ie use of 


offices in 
ent mail 


dards in 
it1ions at 


Sports 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 25 


This program will be greatly expanded during the year. 

Senator Maanuson. What do you mean by a pilot operation? Are 
you experimenting on new ways and means! 

Mr. Summerrienp. Yes, with such a vast organization, in our pro 
jections for improvement and corrections if we were to institute a 
new program in 48 States and 41,000 post offices the caleulated risk 
would be tremendous. We do not want in any instance to risk a large 
loss because of a miscalculation on our part. So we institute a pilot 
operation, pick a certain area or certain post office, install it and when 
we have proven it, for instance, like New York 

Senator Magnuson. You might then expand 

Mr. SuMMeErrtie.b. It is a sort of elaboration of the trial and error 
system. 

Senator Magnuson, Thank you. 





METHODS AND EQUIPMENT RESEARCH 


Mr. SuMMERFIELD. 8. We said we were going to accelerate research 
on methods and equipme nt. 

We have been moving ahead in this area to a degree unprecedented 
n the history of the Department. In Cincinnati, as part of om 
decentralization day program, we presented, for the first time in his 
tory, an exhibit of all the newest mechanical devices that have been 
pecifically developed for the modernization of the postal service. 
There were 37 different items on exhibit, ranging from a new design 
n distribution stools for clerks to an experimental] mail truck and to 
portable mail conveyors 

Some of these items are still experimental; others are actually in 
production and in use. 

In addition, experimental research is now in progress to develop 
machines to take the place of many of the laborious and expensive 
hand operations involved in the facing, canceling, sorting, and dis 
tribution of the mails. 

This activity points toward the possibility of substantial economies 
to be effected eventually in our larger post offices. However, I would 
like to add, as a cautionary note, that it will be a long time be fore we 

‘an actually reap the economic benefit from these machines. 

I have seen the engineering designs and they look promising. The 
next step is to build prototypes and test them, 


MAIL TRANSPORTATION 


9. We promise to use all means of transportation as flexibly as pos 
sible in order to give our patrons better service at less cost to the 
Department. 

We have made dramatic alterations in our transportation patterns. 
We have negotiated with railroads in order to have schedules changed 
30 that mail would arrive at the terminals in time for earlier delivery. 

We have expedited the movement of foreign mail through more 
efficient routing. 

You already know about our experiment in the carrying of regular 
3-cent mail by air. More than 21% million letters of regular mail are 
flown every day on planes traveling between New York and Chicago 
and between Washington and Chicago and, as a result, service is ex 
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pedited by many hours. When we are satisfied that this experiment is 
successful from the point of view of both cost and service, we shall 
extend it. 

Senator McCarruy. How does the cost of sending the 3-cent mail 
by air compare with sending it by rail or other means ¢ 

Mr. Summerrrevp. On these particular routes our cost to date in 
dicates that we are actually doing it for less, 

Senator McCarruy. Thank you. 

Mr. Summerrietp. We have been experimenting with the “trailer- 
flatear” principle for movement of mail between cities in lieu of the 
use of rail storage or highway trucks. Although we find opportuni- 
ties for important savings, we have had to discontinue this experiment 
temporarily because of inadequate truck dock space in our own postal 
facilities. 

Substantial savings will eventually be realized from more effective 
utilization of railroad space and from more effective routing and uti- 
lization of motor vehicles. Improvements may also be expected as a 
result of experimental tests now being made in connection with vari- 
ous types of containers used in transporting the mails. 


NEW AIRMAIL POLICY 


We have a new policy to dispatch airmail via the most economical 
carrier and routing where airline competition exists. Letters have 
already gone to major airlines affected, notifying them that we will 
use the lowest rate carriers, provided there is no service impairment, 
as of January 1, 1954. 

Senator Maysank. Is that one reason for your estimate here of your 
subsidies to carriers being reduced from 75 million to 20 million ? 

Mr. SumMerrieLD. No. You see, the subsidy was appropriated for 
this fiscal year and it was in only 3 months before subsidies were trans- 
ferred to the Civil Aeronautics Board. 

Senator Maysank. You have no more subsidies? 

Mr. SumMerrievp. Right. 

Senator MayBank. You never should have had to pay any to start 
with because the Post Office Department was not responsible. 

Mr. Summerrietp. I could not agree more heartily. 

Senator McCartuy. May I ask you one further question ? 

I note you say, “Letters have already gone to major airlines affected, 
notifying them that we will use the lowest rate carriers, provided there 
is no service impairment.” Do I understand from that that the Postal 
Department in the past has not been using the lines that offer the 
lowest rate ? 

Mr. Summerrrerp. That is correct, sir. For instance, we have a 
number of instances of 1 line with a 45-cent rate with a competing 
line with maybe a 53-cent rate or even higher, on competitive routes 
between the same cities, where mail is being divided between them. 
We propose that we use the lower rate because anything paid in excess 
of that, in our opinion, gets into the area of possible subsidy under 
the act and the action of this body, the Congress of the United States. 
They separated subsidy from service mail rates. 

We accepted that literally. 
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Senator McCarruy. What possible reason could there have been 
n the past for paying one line a higher rate than another line? 


SUBSIDY PAYMENT 


Mr. SumMerrtevp. That is one of the problems of subsidy. If you 
are going to pay subsidy anyway it does not really make much 
difference. You ended up with the Post Office Department paying 
the subsidy no matter what it was. The rules would be the same. 
But now that we are not paying the subsidy, we want to transport 
the mail at the lowest possible rate. 

Senator McCarrny. Even when the subsidy was being made 
through the Postal Department how was it determined which line 
would get a subsidy and the extent of the subsidy ¢ 

Mr. SumMerrievp. Civil Aeronautics Board. 

Senator McCarruy. Was that a payment per pound? 

Senator Magnuson. There were a lot of factors. We finally passed 
that bill last year which separated it. It depended upon the nature 
of the route. The feeder lines were getting large pay and the major 
lines small and we separated it and I think it worked better. 

Mr. Summerrietp. At long last we have some accounting records 
in the Post Office Department and some control. 

Senator Magnuson. There are all kinds of factors that made up 
the criteria of what they paid. 

Senator McCarruy. The CAB determines how much to pay. 

Mr. Summerrtetp. Yes. 

Senator McCartuy. How was it paid? 

Mr. SummerFrieLtp. Per ton-mile and a so-called reasonable return 
on investment as far as the subsidy element was concerned. 

Senator McCarruy. Where, for example, you have line A and line 
B both going between Washington and we will say Chie: ago, and line 
A was carrying the mail for 35 cents a pound and B for 53 cents a 
pound, hi lf of the mail is given to line B and half to A. Was that 
the result of a decision by CAB? 

Mr. SuMMERFIELD. Yes. 

Senator McCarrny. In other words, the Postmaster General has 
no control over that ? 

Mr. SummeErrietp. None whatsoever, sir. 


MODERNIZATION OF FACILITIES 


10. We said we would modernize our physical plant and equipment. 

Our entire management improvement program is being retarded by 
inadequate and ill-designed quarters. In almost every city our facilli- 
ties need enlargement, modernization, or replacement to provide for 
increased volume and modern methods of material handling. 

In hundreds of facilities, the driveways, truck doors, truck plat- 
forms, and canopies are obsolete and present unnecessarily costly 
operating conditions. Despite our own readiness to go ahead on these 
improvements, the General Services Administration has not had funds 
adequate for the purpose. 

We are developing plans for standardized buildings and construc- 
tion components of various types, in which adequ: te regard is being 








28 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


given to working conditions, the use of conveyor equipment, motor- 
vehicle approaches, tailgate space and overall patron convenience. 

In order to anticipate the Department’s requirements 5, 10 and 20 
years hence, we have created a master real-estate planning activity 
which will study the movements of population, business, communica 
tion facilities, and other factors in relation to the choice of locations 
for post offices and possible physical expansion of present or new post 
offices. 

DECENTRALIZATION OF SUPPLY ACTIVITIES 


A program has been undertaken for the decentralization of our sup 
rly activities. The designs of our motor vehicles have been and are 
c ing simplified and our procurement is being standardized wherever 
possibly in order to achieve economies. 

Our mail equipment shop in Washington has been undergoing a 
careful reorganization. Modern production cost systems are being in 
stalled. We now know—for the first time—that we are manufactur 
ing products at less cost than we can purchase them from private 
manufacturers. 

We have eliminated the night shift, which repaired mail bags sent 
here from all over the country, without decreasing production. We 
have now scheduled a decentralization of this work to eliminate costs 
of shipping torn and damaged bags. 

Production steps have been reduced. ‘The modernization plan to 
improve working conditions, plant equipment and production meth- 
ods is now on our drafting board. This is to be completed in from 6 to 
10 months at much less cost than the $500,000 appropriated for this 
purpose by Congress. 

DIVISION OF RATES 


11. We promised to establish a Division of Rates. 

As we reported previously, although Congress appropriated funds 
years ago for the establishment of a Division of Rates, this Division 
had never been activated. 

We haveemployed an expert on communication and transportation 
who had previously made extensive studies in the field of postal rates. 
When this Division has been developed sufficiently under his leader- 
ship, we shall make full use of it in connection with any new rate rec 
ommendations we make to Congress. 


IMPROVED PUBLIC RELATIONS 


12. We promised to improve our relations with the public. 

We are working on this every day as an important part of our pro- 
gram. 

Since we have been in office, we have told the Post Office Department 
story accurately and as clearly and as often as we could. As a result, 
the public today is, we feel, far more conscious not only of the prob- 
lems of the service, but of its value and importance as well. 

I might add that we have not found it necessary to establish an im- 
mense public relations office in order to achieve this end. We have 
only two pub ic information specialists on our payroll, Perhaps we 
have been too frugal here. 
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Senator Jounsron. What about the recent expenditure of $12,000 
by the Department for funds for the pubhe opinion poll ¢ 

Mr. SumMerrietp, Would you care to have me discuss that, Mr 
Chairman ¢ 

Senator Dirksen. | think it would be a good place to discuss it. 


FURTHER DISCUSSION OF TUBE CASE 


Senator McCarriy. Before. you get imto that, Mr. Postmaster 
General, I would like to clear the record on the discussion of who 
introduced the legislation concerning the New York tube matter. | 
do not think this is of any great importance, who mtroduced the 
legislation which authorized the 10-year contract for the carrying 
of mail by tubes in New York. I am merely putting this in so the 
record will be clear. I am not attempting to cast reflections upon the 
Senator, because L can assume that the Postmaster General or someone 
persuaded him this was hecessary and he introduced it. It was 
Senator Humphrey who introduced the bill in the 2d session of the 
Sist Congress. 

Senator Jomunsron. Could you follow up just what that did do? 

Senator McCarriuy. It authorized the 10-year contract, it set the 
cost for transmission by the pneumatic tubes not to exceed $15,500 
per mile per annum for a period of 10 years after which time the 
mnual rate of expenditure should not exceed $12,000 per mile. It 
vives the Postmaster the right to enter into the contract or reject. it 
fora term not to exceed 10 years, 

Senator Jounsvron, Did this bill pass the Senate ¢ 

Senator McCartruy, It passed both Houses and became law. 

Senator Jounsvon, What about the other one? 

Senator MceCarriuy, The other one introduced by Senator Lange: 
had nothing to do with 10-year contracts. 

Senator JouNnsron. Did it have something to do with the tube 


ystem / 
Senator McCartriy. Yes. It might be well to put both aets in 
the record. The one introduced by Senator Langer is Public Law 


S48. The other one introduced by Senator Humphrey is Public 
Law S89, 

Senator Jounsvon, It passed the House and Senate ¢ 

Senator McCarriry. Yes, both passed the House and Senate. The 
date of the Langer bill was the 2d session of the 80th Congress. ‘The 
Humphrey bill was the 2d session of the 81st Congress. 

Senator Jounsvon. What did the first one do / 

Senator McCarruy. Let me read it to you: 


Re it enacted by the Senate and House of Repreoscutatives of the United States 
tmerica in Congress asscmbled, That the provisions of the Acts of April 21 
102, May 27, 1908, and June 19, 122, 30 U.S. Cea428, relating to contracts for 
transmission of mail by pneumatic tubes in New York, New York, including the 
Ror ugh of Brooklyn, are hereby amended to provide that the annual rental con 
ract payment rate for the use of the twenty six and nine hundred and sixty-nin 


housmpdths miles of doub'e-line pneumate-tube facititie “hall oY ¢x dl 
S12,000 per mile: Provided, however, That the rate shall be inclusive « inainte 
nee exXpens’s but shall be exclusive of all operating eXpens 


The H Huplirey bill amended the Langer b'll to imerease the cost 
per mile from S12.000 to S15.500 and allowed the LO-vear contriet to 


he signed, 
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Will you insert both of these acts in the record at this point? 
(The two acts referred to follow :) 


[Pustic Law 848—S0rH CoNeress] 


[CHAPTER 761—2p Session] 


[S. 2510] 


AN ACT To provide for certain administrative expenses in the Post Office Department, 
including retainment of pneumatic-tube systems, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the provisions of the Acts of April 21, 
1902; May 27, 1908; and June 19, 1922 (39 U. S. C. 423), relating to contracts 
for transmission of mail by pneumatic tubes in New York, New York, including 
the borough of Brooklyn, are hereby amended to provide that the annual rental 
contract payment rate for the use of the twenty-six and nine hundred and sixty 
nine thousandths miles of double-line pneumatic-tube facilities shall not exceed 
$12,000 per mile: Provided, however, That the rate shall be inclusive of mainte 
nance expenses but shall be exclusive of all operating expenses 

Approved June 30, 1948, 


[Pustic Law 889—S81sT Conaress] 
[CHAPTER 1153—2p Session ] 


[S. 4102) 


AN ACT Relating to contracts for the transmission of mail by pneumatic tubes or other 
mechanical devices 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Postmaster General may enter into 
contracts, for terms not exceeding ten years, for the transmission of mail by 
pneumatic tubes or other mechanical devices. 

Sec. 2. Contracts for the transmission of mail by pneumatic tubes or other me- 
chanical devices shall be subject to the provisions of laws relating to the letting 
of mail contracts, except as otherwise provided in this Act. Advertisements shall 
state in general terms only the requirements of the service and shall be in the 
form best calculated to invite competitive bidding. The Postmaster General 
may reject any and all bids. No contracts shall be awarded except to the lowest 
responsible bidder tendering full and sufficient guaranties to the satisfaction of 
the Postmaster General of his ability to perform satisfactory service. 

Sec. 3. In the city of New York, including the Borough of Brooklyn, the an- 
nual rate of expenditure for the transmission of mail by pneumatic tubes shall 
not exceed $15,500 per mile per annum of double line pneumatic-tube facilities 
for a period of ten years, after which time the annual rate of expenditures per 
mile shall not exceed $12,000. This rate shall be inclusive of maintenance ex- 
penses but shall be exclusive of all operating expenses. 

Sec. 4. All laws or parts of laws inconsistent or in conflict with this Act are 
hereby repealed. This shall include, but is not limited to, the following laws: 

(a) The provisions of the Acts of April 21, 1902; March 2, 1907; May 27, 1908; 
and June 19, 1922 (39 U. S. C. 423), relating to contracts for transmission of 
mail by pneumatic tubes; and 

(b) The Act entitled “An Act to provide for certain administrative expenses 
in the Post Office Department, including retainment of pneumatic-tube systems, 
and for other purposes”, approved June 30, 1948 (62 Stat. 1163). 

Approved December 27, 1950. 


POSTAL RATE STRUCTURE 


Senator Jounston. That question of the poll has been raised in the 
Senate and I want a little light on the situation. 

Mr. SumMerriep. I would be happy to answer it, sir, and I have 
prepared a bit of information you will be happy to receive. 


Annu? 
'of Rates 
> under t! 

of Final 
> Senat 

Mr. 5) 

surveys 

Senat 

taken. 

funds fe 
money | 
establis! 

Mr. * 

it shoul 

Senat 

Mr. ‘ 

correct 

Sena 

formal 
to that 
The: 
am cur 
if one ¢ 

Mr. $ 
recomn 
not op 
reactio 
the aut 
our ap 

The m 


the let 
that th 
Act o 


expen 

The 
ing in 
up wit 
the tr 
consid 

In | 
to us, 
on the 

Cer 
to the 
trying 
deeme 
curre! 
really 

Sei 
First. 
that t 
in th 


did h 


1955 


int? 


ce Department 


‘poses 


nited States 
s of April 21. 
- to contracts 
rk, ineluding 
innual rents 
ed and SUXty 

ll not exceed 
ve Of muinte 


tubes or other 


nited States 
iy enter into 
of mail by 


or other me 
» the letting 
‘ments shall 
ill be in the 
ter General 
o the lowest 
isfaction of 


lyn, the an 
tubes Shall 
be facilities 
ditures per 
tenance ex- 
his Act are 
g laws 
Ly “27, 1908 : 


smission of 


e expenses 
be Systems, 


ed in the 


d I have 


TREASURY AND POST OFFICER APPROPRIATIONS, 1955 31 


Annually since 1952 Congress has authorized activation of a Division 

of Rates. No action was taken by my predecessor. It has been set up 

under the jurisdiction of the Assistant Postmaster General, Bureau 
of Finance. 

Senator McCarriy. You said annually since 1952. 

Mr. SumwerFienp. Since 1952. This Division is to make continuing 

rveys and recommendations as to the postal rate structure. 

Senator McCarruy. May I interrupt? I think you must be mis- 
taken. IT understand long before 1952 the Congress appropriated 
funds for the establishment of a Division of Rates, and that although 
money has been available for years no Division of Rates was ever 
established. 

Mr. Summerrienp. Mr. Stans offers this correction. 
it should be 1950, this figure here. 

Senator McCarrny. You are sure it was not before 1950? 

Mr. Srans. We are not positive. I think our budget people can 
correct the record if necessary. 

Senator McCarrnuy. I understood that money had been available 
for many, many years. Could any of the men here give us the answer 
to that? 

The authority was there but the Division had not been activated, I 
am curious to know when this author ity first was granted by Congress 
if one of you will check it. 

Mr. Summerrietp. This Division is to make continuing surveys and 
recommendations as to the postal rate structure. This Division can 
not operate ina vacuum. We had to know what the general publie 
reaction was to some of our policies. Our Solicitor advised us under 
the authority of section 55—A of title 5 of the United States Code and 
our appropriations act, we could contract for experts in this field 
The matter was also presented to the Bureau of the Budget prior to 
the letting of the contract. The Bureau of the Budget advised me 
that the plan was acceptable under provisions of the ederal Reports 
Act of 1942 and that our appropriations were available for thi 


. 


He says that 


expenditure. 

The question whether section 1913 of title 18 was violated by send 
ing information obtained to each Member of the Congress was taken 
up W ith the Department of Justice. The Department advised me that 
the transmission of this information to Members of Congress 1s not 
considered to be a violation of that particular statute, 

In determining the cost of service it seems to me, and did seem 
to us, that samples should be made and analyzed for possible effeet 
on the volume of the business, as well as the publie reaction. 

Certainly, there is no department of Government any more close 
to the people or more important to them and I felt confident that in 
trying to make available to ourselves the information which we 
deemed necessary we would certainly have the wholehearted con 
currence and enthusiastic support of all Members of Congress. We 
really wanted to find out and not make any mistakes, 

Senator Dirksen. You were satisfied then on three points at least 
First, that you had the authority to make this survey, and sana: 
that the survey was advisable and necessar y in order to do some work 
in the field of rates and proposals for new rates, and third, that you 
did have authority to transmit that information to Congress. 


42711—54--—-8 
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Mr. SumMerrievp. Correct, sir. 

Senator Dirksen. I would ask one other question only: Did t| 
General Accounting Office ever rule on the matter ? 

Mr. Summerrievp. They have not and we have not had a letter fro) 
them asking for it. 

Senator Dirksen. Was the matter submitted to the Genera 
Accounting Office ? 

Mr. SuMMERFIELD. I understand a letter was written to the Genera 
Accounting Office by, I believe, Senator Gore. 

Senator Dirksen. There has been no report as yet. 

Mr. Summerrieip. That is right. 


I might add for the record that the communications we have had 


from the Members of Congress acknowledging receipt of the informa 
tion sent them have all been complimentary and expressed their thank 
for sending it to them. 


SOUTH CAROLINA POST OFFICES CLOSED 


At this point, Senator Johnston, I understand we can advise you 
now how many offices were closed in South Carolina. 

Mr. Guity. Here is a list: Six offices closed in South Carolina 
Your office has been notified. 

Helena, Centenary, Samaria, Jedburg, Smith, and Round O; you 
office objected to the closing of Round O and you had some citizen 
in here from South Carolina. You sent them to the post oflice; we 
listened to their stories and did not close Round O. I wanted to 
show that we are trying to cooperate with the Members of the House 
and Senate. 

Senator Ronertson. You closed 19 in Madison County the other day 

Senator Jonnston. When did you notify my office / | 

Mr. Guitt. Any time we anticipate closing them. 

Senator Magnuson. After you close them ¢ 

Mr. Guitx. No, sir. 

Senator Jounston. In what form do you notify us/ 

Mr. Guiti. We say “X post office— ; 

Senator Jounston. I do not recall any. 

Mr. Guitt. Apparently this was called to your attention because 
you sent these people from Round O down to see us. 

Senator Jonnston. That could have been handled by a secretary 
I do not recall in any instance where it was called directly to my 
attention. 

Senator Roserrson. I recall but it was painful news that I did not 
like too much. 

Mr. ScumMevrien.p. It is difficult for me to keep all these things in 
my mind and T understand how you might forget. 

Senator Dirksen. At this point I think it would be well to insert in 
its entirety the provisions of the public law under which the Division 
of Rates was established just to round out the record. 

I think you ought to give us a rather substantial statement on the 
nature of this survey and findings, and so forth. I believe it would be 
interesting to the committee and as general information I am sure. 

4The statement referred to follows:) 
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LeaistaAtTive Record Reavrping Division or Rares and Rate Reskaron 


January 16, 1950.—'The first recent reference made to rate research is on page 
47 of the hearings before the House on January 16, 1950, when Mr, Strom 
tated, “There is the question of study of postal rates and fees, Mr, Donaldson 
desires to give this matter more attention * * * So that we hope to get better 
information than we have had in that line to show the effect rates have upon 
mail volume, revenues and the public 

Vay 15, 1950,—Order No, 43178 issued by the Postmaster General provided for a 
Division of Rates within the Office of the Administrative Assistant to the Post 
master General 

February 21, 1951 Page 04 of the House hearings (1952 appropriations ) The 
statement is made by Mr. Bruce that, “Of that, $58,681 is for the Oltice of Ad 
ministrative Assistant in connection with the reorganization of the Department 
in carrying out the requirements of the reorganization plan set up by the Post 
master General in the handling of rates and investigations with respeet to 
research * * *," 

(a) Page 113 of the same hearings At the request of Congresstian Can 
field a portion of the justifications were inserted in the record, one paragraph of 
which reads, “Division of Rates. Additional funds have been requested and 
plans are completed for setting up a Division of Rates as conte mplated in the 
original announcement of the organization of the Offlee of the Adiministrative 
Assistant to the Postmaster General.” 

Vareh 16, 1951.—House Report No, 272 (1962 appropriations) states: on page 
16, “The committee has allowed the request for five new positions required in the 


Division of Rates, Offee of Administrative Assistant to the Postraster 
General » oF 


POST OFFICE DEFLTCTI 


Mr. SumMerrivip. | am sure everybody m the Congress and the 
taxpayers of the country are quite concerned with the whole problem 
of the Post Office deticit which, for a number of years, has been climb 
ingat a rapidly accelerated rate until it reached the point where in this 
current fiscal year it was anticipated the deficit was to be $746 million 

Obviously, anyone charged with the responsibulty to manage an 
institution that is costing the taxpayers, particularly when it 1s a part 
of the Government and an agency of the Government that does have a 
ervice it sells for a price, some thing had to be done about it, 

So there was not a single area in the Post Office that we did not im 
vestigate thoroughly, as thoroughly as we knew how. We had the 
finest minds that we could find with the most experience and best back 
ground obtaimable im industry to help us. 

[am sure you agree these men have made a fine contribution to our 
objective of reducing that deficit, and improving the service at the 
wiume time as well as lifting the morale of the Post Office Department 

How well we have done that, I think you have, as a matter of record, 
before you. We have made substantial improvements 

But it became quite obvious to us, gentlemen, and hi dies of the com 
mittee, that you cannot through the area and in the area of efficiency 
and the route of efficiency eliminate the necessity of a reasonable pay 
ment of rates on the part of the users of the mail for the services they 
receive, 

Of course, our studies have more than borne that out, so completely 
in fact, that we feel now that we are completely justified in asking for 
the rate increases and adjustments that we requested of the Congress a 
few months ago which we hope that this Congress in this session will 
make available to the Departinent so We Cuh more completely reduce 
our deficit and bring our budget close to a balance 
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SECOND-CLASS MAIL SUBSIDY 


Senator McCarruy. What do you estimate the subsidy is now that 
we are paying in connection with the distribution of second-class mail ? 

Mr. Summerriexp. I will give you this figure first if I may. The 
accumulated loss in the postal establishment since the end of the war, 
World War LI, is approximately $3.8 billion. Of that the loss in sec- 
ond-class mail is $1.5 billion, for the years 1946-53. 

Senator McCarruy. In other words, we paid a subsidy of $1.5 
billion to the people who are putting out second-class mail ? 

Mr. Summerrrevp. Well, you can call it that. 

Senator Roserrson. Is that more than we paid in subsidies to 
support farm prices during that period? 

Mr. Summerrievp. According to our records; yes. 

Senator Roserrson. Is the subsidy on second-class mail since the 
war more than we have paid during that period in subsidies to agri- 
culture that we hear so much about today and say is so terrible? 
Which is the greater, the subsidy on second-class mail or the subsidy 
to the farmers during that 10-year period? 

Senator McCarruy. Would you be able to answer that? 

Mr. SumMerrievp. I think I can. I can go back to 1936. The 
figure since 1936 on second-class mail is over $2,400,000,000., 

Senator Dirksen. You are speaking of losses? 

Mr. SumMerrFte.D. Losses. On third-class mail it is $1,200,000,000 
approximately since 1936. The figures given to us, in fact, the figures 
introduced before the rate hearings in the House by Congressman 
Gubser of California for subsidies to agriculture were $752 million, 
since 1933, 

Senator Dirxsen. You don’t mean 1936, do you? 

Mr. SuMMeERFIELD. 1936 up to 1953 for mail losses. Congressman 
Gubser’s calculations were from 1933. 

Senator Dirxsen. Your earlier figure was that lost in the Post 
Office Department since the end of World War II up to now was three 
billion eight. 

Mr. Summerrre.p. That is correct. 

Senator Dirksen. Now I am trying to put these components into 
that frame. It would be 1946. Not 1936. Is that right? 

Mr. Guitu. In comparison with the farm rates it goes back to 1936 
but in the loss on the second-class it was another item. 

Mr. Summerrtetp. From the end of the war through 1953, no rela- 
tionship between those 2 figures. 

Senator McCarrny. Do I understand subsidy in connection with 
mail has been greater than the subsidy paid the farmers? 

Mr. SumMerrieLD. According to the figures given in testimony be- 
fore the House Committee by Congressman Gubser, yes. 

Senator Rosertson. I would like to ask a question. On page 26 
of your prepared statement you mentioned the legislative program. 
I notice two rather hot issues not discussed there. One is how do you 
expect to get the $240 million of additional revenue the President has 
already taken credit for in his budget in saying that the deficit will 
be a little under $3 billion and the other is what are you going to do 
about these postal workers who say they would appreciate $800 more 
apiece costing $500 million? 
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WAGE SCALES 


Mr. Summerrtecp. | will answer the second question first, if I may. 

We recognize as management’s responsibility the necessity of know- 
ing and determining accurately the properness and fairness of the 
wage scales existing in any business and I feel that should be true in 
the Post Office Department, in relation to other work for similar work, 
similar responsibility and with that thought in mind we started 
tudy sometime ago to determine accurately all the wage levels and 
cales within the Post Office Department, not only within the depart- 
ment in comparison with one job and respons sibility as against another 
but the relation of postal emp lovyees with other peop le, school teachers, 
firemen, policemen, production workers, and so forth, and the cost of 
living. ‘That study is near completion and will be available to this 
committee if it cares to have it in a matter of a few day 

Senator Roperrson. Has it progressed to the point where you feel 
you will be called upon to recommend some increase for the postal 
workers ¢ 

Mr. SumMerrrevp. [ would not say at this moment what we are go 
ing to recommend because we have not the final figures ready as yet to 
make our decision know nor recommenda, 

Senator Ronerrson, You are aware of the fact that the postal work 
ers of all States are submitting their own recommendations ? 

Mr. Summerrrecp. I am very much aware, Senator. But you see 
that does not relieve or add to the responsibility of the Postmaster 
General, 

Senator Ropnerrson. It will add to your deficit if the Congre 
orants 1t. 

Mr. Summerrtecp. That is correct. 

Senator Ronerrson. Now tell us about how you will get the extra 
$240 million ¢ 

The President said that the postal receipt would be increased by 
$240 million and he adds that up on the credit side of his budget as 
though it was money in the bag and | wondered 

Mr. Summerrietp. We asked for a rate increase, bill H. R. 6052 in 
the House as yet, unless it was introduced today it has not been intro 
duced in the Senate, in which we asked for an increase in airmail of 
cent, first-class mail, one penny more for outgomng matl, not local, 

Senator Ronertson. That is the only mail showing a profit now ¢ 

Mr. SUMMERFIELD. In part, SIr. The second class we asked for 
approximate ly 32 pe rae increase in two ste ps and in third class 35, 

Senator McCarruy. Could 1 interrupt? I have been very dis 
turbed by some of these subsidies being paid. Take, for example, 
paying a subsidy to the Daily Worker, carrying that paper for 
than what it costs to carry it. You of course have no authority to 
remedy that situation unless we do it by legislation. 

I am curious to know if any study has been made to determine 
whether or not the claims of some of the periodicals are true that they 
will go bankrupt if they did not have the subsidies. Let us take Time, 
Life, and Fortune. I think their profit statement showed $17 million. 
Does the subsidy amount to less than the $17 million? In other words, 
would they still show a profit if they did not have the subsidies? 

Mr. SumMmerrtevp. Very substantially, sir. 


ess 
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Senator McCarrny. You could take from Hank Luce the subsidy 
you are giving and he still would not go bankrupt. 

Mr. SummMerrietp. May I say this?) When we made the proposal 
as to second and third class we recognized that the Government itself 
was partially responsible for the below-cost service rates rendered to 
the publishers of this country for many, many, many years. 

Therefore, the Government was partially responsible. We felt it 
was incumbent upon us in our recommendations for increases that we 
should consider the possibility of undue hardship by too rapidly in 
creased rates on second- and third-class mail. 


ANTICIPATED INCREASE IN MAIL RATES 


Senator Rozerrson. I am not on the committee that handles those 
bills but if you increase the first-class mail, from 3 cents to 4 cents, how 
much will that raise your revenue ? 

Mr. Summerrieip. About $150 million, we anticipate. 

Senator Ropertson. If you carry out your recommendation on the 
second class what will that produce? What is that losing, about $300 
million ¢ 

Mr. SumMerrieip. The increase on second class would be approxi 
mate, would produce about $20 million. 

Senator Rozertson. About 20 million. 

Mr. SumMerrie.p. About $52 million on third. 

Senator Roserrson. How much is second-class mail losing, 
you? 

Mr. SuMMerrFiIeLp. $240 million a year. 

Senator Rospertson. And you cut that $20 million? 

Mr. SumMerrie.. It is still $220 million. 

Senator Roperrson. What is too great—the cut? 

Mr. SumMerrieip. You know, Senator, it is the prerogative of the 
Congress of the United States to determine those rates. We made all 
of the facts known. 

Senator. Roperrson. You are our leader. 

Mr. SummerrtieLp. I hope that is literally true in some instances. 
We submitted a bill together with all the facts pertaining to the rate 
bill. We gave you all the figures. We did it as honestly and com- 
pletely and intelligently as we knew how. We leave it to the Congress 
in their wisdom to make the final decision. If the Congress of the 
United States reflects the thinking of the people that they want to 
subsidize or give below-cost rates to any segment of American society, 
that is certainly their prerogative. But to fail to suggest it and rec- 
ommend it, we would have—to that extent—been doing less than we 
felt it our duty to do. 

May I say this one thing more?’ When I looked at those figures of 
$3,800,000,000 accumulated deficit since 1946, I believe, and recogniz 
ing this very important factor that we have been doing business in 
this Government on a deficit basis for a number of years, that unpaid 
postal bills or deficits are financed through the sale of bonds on which 
the people, the taxpayers, have to pay interest, I can see no reason 
why we should pass on to future generations the responsibility of 
paying not only in interest but in principal the unpaid postal bills of 
this particular time in which we live. 
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| think it is up to us who use the mails today in whatever degree, 
to whi itever extent we do use them whether it be in private busine ‘SS, 
pena correspondence, or for advertising purposes, that we pay a 
share of the cost of mi cha ining the postal establishment in rela 
tion to the services rendered. 
| see no justification in my mind, if I may be permitted to voice a 
ersonal bit of sentiment because I am still a taxpayer 


SEARS-ROEBUCK CATALOG DISTRIBUTION 


Senator Maynank. | would say this concerning a situation at home 
luring Christmas week when you are rushed with work. Sears, Roe 
sick selected Christmas week to send out thousands and thousands of 
italogs. Why, after all, are we subsidizing Sears, Roebuck? Why 
in’t they pick a time other than Christmas week’ I thoroughly 
vree With what you said, but I wish you would check some of these 
fellows Who use Christmastime to send stacks of catalogs as big as this 
Senate Office Building. 

You knew they sent it at Christmastime ¢ 

Mr. SumMerrienp. I did not know it. We concentrated our etlorts 
io do everything we could to be sure that on Christmas day there was 
no undelivered mail in America. 

Senator Maynank. You dida good job. 

Mr. SumMerrievp. I think you will compliment my associates and 
(he thousands of postal employees for a good job. 

Senator Maynank. At the end of the Christmas holidays I was 
wondering why Sears, Roebuck had to pick that time to distribute cat 
ilogs at the taxpayer's expense ¢ 

Mr. SumMerrire.p. What we are talking about on this rate thing 1s 
the constant, everyday, ever-continuing, ever-expanding loss in the 
handling of second- and third-class mail. 

Senator Magnuson. Am I correct in understanding that you are 
recommending to the Congress a rate increase on second-class mail 
which will increase those revenues by approximately 10 percent ¢ 

Mr. Summerrierp. That is right. Approximately 82 percent in 
econd class which would produce $20 million, which is approximately 
0 percent of the loss. 

Senator Maanuson. The deficit is around $249 million. 

Mr. Summerrietp. Around 240. 

Senator Magnuson. An increase of $20 million would only be about 
10 percent, less than 10 percent. 

Mr. Summerrrevp. About 32 percent on the rates. 

Senator Magnuson. The increase in rates though they may be 32 
percent would only produce the $20 million, which is approximate, 
ating into the deficit about 10 percent. 

Mr. SumMerrievp. That is right. 

Senator Magnuson. On the other items, particularly first-class mail, 
the increase is greater; isn’t that correct ? 

Mr. SumMerrie.p. That is correct. 

Senator Magnuson. So that on the big item of second-class mail 
your recommendation to take care of the deficit is dipping into it the 
least amount ¢ 

Mr. SumMerrievp. That is correct. 
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Senator Magnuson. I think you made a speech in Indiana about i 
to the publishers. 


Senate 
Mr. SumMMeERFIEeLD. I believe I did. 


or 74 pe 
that the 
TE Mr. S 
POLL ON POSTAL RATES 

be happ. 
Senator Dirksen. To go . a logical conclusion since we are talking Senat 
about a poll you took, No. 1, I gather that if you carried economies now sho 
toa degree { hi it would be ness t pi ainful in the Post Office De spartnent marized 
you would still not find it suflicient to balance the budget; is that Mr. 5 
correct ¢ (The 

Mr. Summerrievp. That is correct. 


Senator Dirksen. No. 2, it is therefore necessary to be thinking in 


terms of an increase in postal rates, the matter to which the P reside ‘nt 
alluded in his state of the Union message. 


Mr. SUMMERFIELD. Yes. 


Senator Dirksen. No. 3, you hope there is enough vision and shall 
I say responsiveness and courage in both branches of Congress to 
accede to the modest request that you make in order to get some more 
money with which to bring this about. To determine ‘then how the 
public felt about that you felt you had authority under the bill which 
established the Rate Division to ascertain what the 
public were. You spent $12,000 to take a poll. 

Mr. SUMMERFIELD. 

Senator Dirksen. 
rates. 


notions of the 


Yes; not unlike business is engaging in. 
Now, tell us about the poll because it relates to 


Mr. Summerrrevp. I would be happy to show you that. 
Senator Dirksen. Give us in general how it was taken. What the 
questions were and what the results were. 


Mr. SumMerrieip. After having been informed of current deficits 


and given reasons for raising rates people favor rate increases - 
follows: 83 percent approve a rate increase on third-class mail; 


percent approve a rate increase on second-class mail; 56 percent a 
prove a rate increase on first-class mail. 
Senator Dirksen. 


That is for the country as a whole ¢ 
Mr. SUMMERFIELD. 


| have one more comment. Most people feel 
that the Post Office Department should be self-supporting. 

About 4 out of 5 say that the Department should take in enough 
money from postage to pay all of its costs. This opinion is held in 
all parts of the country and in all major segments of the population . 

Senator Dirksen. Were the people asked whether or not any por- 
tion of the cost of doing business in the post office should have been 
charged generally to culture, information, and education and taken 
in the form of a general appropriation out of the Treasury / 

Mr. SumMerrievp. I do not think it was asked specifically. 

Senator Dirksen. It is a matter that has been belabored somewhat 
in magazines ¢ 

Mr. SuMMerrFteLp. I have this question. The public further feels 
that each class of mail should pay its own way. Only very small 
minorities ranging from 2 percent in the case of third class to 8 percent 


for first class believe that any classes of mail should have rates that 
do not cover the cost of handling that mail. 


na voll FAVOR THE BATE INCREASES REQUESTED BY THE 
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lana about 
Senator MeCartruy. When you are giving a figure of 88 percent 
(4 percent or ob pe reent favoring a certain action, does that mean 
that the balance are agamst it or undec idled or have no opinion ¢ 

Mr. SUMMERFIELD. Part of both. We havea chart which we would 

happy to file for the record. 


sare talking Senator Dirksen. I think at least a good summary of the results 
d economi now should be inserted at this point in the hearing. You have sum 
Departme: f ial ized the results on all three classes ¢ 

get: is tha Mr. SumMerrretp. Yes 


(The chart referred to follows :) 
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Senator SmiryH. Can you tell us to whom those questions went 
what type of people answered ¢ 

Mr. SumMerrFievp. A cross segment of every section of America 
population, rural and city. 

Senator Dirksen. This was a professional sampling organization ‘ 

Mr. SumMerrietp. Yes, and done without pressure and prejudic: 
on our part, 

Senator Ropertson. Can you tell us when was the first year that 
the Department went in the red? I know Benjamin Franklin wh 
provided for Government monopoly used to have the right to can 
mail in Pennsylvania, and down in Virginia it cost 25 cents to carr) 
a letter for a short distance. He wanted the one Government 
monopoly because he knew about that and he contemplated that that 
monopoly would be self-supporting. 

How long was it self-supporting and when did it go in the red? 

Mr. Summerrievp. As farasI recall, the charts that I have reviewed, 
the years in which the Post Office Department showed a profit was 
during time of war when the Defense Department takes over the re 
sponsibility of handling military mail. ther than that it has been 
in the red as far back as I can recall but the thing so distressing to us 
and so alarming is the ever-increasing rate of deficit. 

Senator Ronerrson. Last year it was $600 million. 

Mr. SumMerrrevp. It would have been in this current year $746 
million. That is not anticipating—if there is a question of salary 
and wages on the upward side, if there is an increase in rates to the 
railroads, you have to add whatever that may be. There is a limit to 
which you can expect human beings who work in the Department to 
take out of their particular efforts in the course of a day enough to 
approach the balancing of this budget. 


PLAN TO RAISE ADDITIONAL REVENUE 


Senator Ronerrson. I agree with all that. Now you have formu 
lated and presented to Congress a plan calculated to raise $240 mil 
lion additional revenue. 

Mr. SumMerrietp. That is correct. 

Senator Ronerrson. Would you analyze that for us? You told us 
$20 million of it had been or would be on second-class mail. Where 
is the other part of the revenue? 

Mr. SumMMerrievp. $52 million from third-class mail, $414 million 
from books, $150 million from first-class. 

Does that give it to you, sir—and $15 million in airmail ? 

Senator Kircorr. You have talked about the question of losses on 
second- and third-class mail. I believe, General, the last time I was 
in your office, you had there some figures on the Saturday Evening 
Post, the Reader’s Digest, and 2 or 3 other magazines. Will you tell 
the committee what those magazines cost to have delivered to the 
home of the subscriber ? 

Mr. Summerrietp. I will be happy to submit it for the record unless 
somebody happens to have it here. 

Senator Kircorr. My recollection is that it is 3 mills for the Satur 
day Evening Post and less than that for the Reader’s Digest. I for- 
get; I do not think Country Gentleman paid anything. 
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Mr. Summerrrenp. The Reader’s Digest was six-tenths of 1 cent 
per copy. 
Senator Kiteorr. That is 6 mills? 
Mr. Summerrrecp. Yes. We proposed to inerease it to 8 mills. 
Senator Kincorr. Now, based upon that, they get the same service 
first-class mail; isn’t that right ¢ 
Mr. SumMerrietp. For practical purposes ; yes. 
Senator Kireore. You get it just as quickly as you could with an 
ivelope with a 4-cent stamp on it. 
Mr. SumMmerrievp. That is right. 
Senator Kingorr. Based upon the fact that first-class mé ail yields us 
$50 million in profit, is not that 


ither discriminatory where we penalize first-class mail to help sec 


ond- and third-class mail ? 


Mr. Summerrietp. We are faced with this. We needed something 
n excess of $300 million to balance the budget. 

We analyzed from every angle that we could what might be equita 
ble and fair and achievable and we came up with that bill, feeling that 
the Congress would hold extensive hearings in both Houses, informa 
tion would be developed, and the Congress could make any adjust 
ne nts upwe ardor downw: ird from our projec tions. 

Now, on first-class mail, if we were going to m: ake a mi jor impres 
ion on the total remaining deficit, obviously we had to get into the 
first-class area because that is where the volume is tremendous. 

Senator Kincorr. That is where the whole people participate, isn’t 
that right ¢ 

Mr. SumMerrietp. Yes. 

I might add that I aon you will find if you were to study carefully, 
that the average American family probably does not spend more than 
ibout $2 a year for postage. 

Senator McCartruy. Is 1 
vay now ¢ 

Mr. Summerrievp. The local mail with no transportation charges, 
out-of-city trucks, yes. First ounce on outgoing mail, no. On the ad 
ditional ounces on outgoing mail, yes. 

Senator McCarrny. How much of a loss do you have in first-class 
how ¢ 

Mr. SumMerrievp. Overall, Il think it shows a small profit. 

Senator McCartny. It hardly seems equitable to take the one class 
of mail that is paying its own way and say you will pay more and 
pay for another class of mail. 

Senator Kincorr. May I go ahead / 

Senator McCarruy. M: ay I get an answer to this first / 

Mr. Summerrretp. Here is a little factor, for instance, that obvi 
ously we did not take an arbitrary picture and say there is available 
so much money if we raise the rate 1 cent. In 1926 first-class mail 
paid 30 percent above its then cost. That is what we ask now. That 
is, of course, pre ferred service. 

Senator McCartuy. Actually what you are doing is asking the users 
of first-class mail to subsidize the users of second and third. That 
hardly seem equitable. 

Let me ask you this. I note that most or a great deal of the opposi 
tion to a rate raise in second class comes from “the small little wuabiies 


not correct that first-class is paying its 
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who claim rightly or wrongly that that would embarrass them finan 
cially to the point of going out of business. 

Have you explored the possibility or wisdom of exempting the first 
zone we will say from a rate increase? Have you checked to see what 
effect it would have on the small weekly papers if they are included ? 

Have you included this in the rate increase ¢ 

Mr. Summerrie tp. In the rate increase we did not include the free 
distribution within a county. They still have it. Newspapers under 
stated conditions are mailed within the county without cost now. We 
did not change that. That is one of the factors. 


COST OF FRAN KING PRIVILEGE 


Senator Kiteorr. What was the cost of that franking privilege 
within county ? 

Mr. SUMMERFIELD. $13.5 million annually. 

Senator Kricore. What is the cost of the same franking privilege 
for the United States Congress ! 

Mr. SUMMERFIELD. $1,700,000 approximately, 

Senator McCarruy. $1,700,000. 

Senator Kiicore. It is almost 12 times as much for the newspapers 
to be delivered free within counties as it is for all the franking privi 
leges of the United States Congress ¢ 

Mr. SuMMeErFIELD, Yes. 

Senator Kiieorr. Above all of the franking privileges of the United 
States Government excluding free service given to men in the armed 
services. 

Mr. SummMerrrevp. And excluding the post. office $36 million. 

Senator Dirksen. Before we get too far away from it in response 
to my friend from Virginia because he raised the question about Ben- 
jamin Franklin who had a birth anniversary this month, we should 
read into the record now one short statement from the Postmaster Gen- 
eral’s statement to this committee last year: 

It is appropriate to acknowledge at this time that we have set ourselves no 
easy task History isagainst us. In the 115 years for which figures are available 
the Post Office Department has reported a surplus only 18 times. That is since 
1839, And of those 18 profitable years, 9 were in time of war when much of the 
cost of transportation and distribution was absorbed by the military. In the 
last 100 years the Post Office Department has reported a surplus in time of peace 
on only 5 occasions. In some of those years the surplus occurred simultaneously 
with a significant and fundamental change in the departmental policy. 

Senator Rorertson. That is a good argument against socialism 
when Benjamin Franklin starts the socialistic scheme. 

Senator McCarrny. General, I wonder if you would do me a per- 
sonal favor. At the next Cabinet meeting will you give Secretary 
Benson the information you gave us today, that is, that we are paying 
more to subsidize newspapers and periodicals than we are to subsidize 
the farmer. It might help bis conscience a bit when discussing the 
farm bills. 

Mr. Summerrterp. I will, sir. 

Senator Krrcorr. One other question. On top of that subsidy which 
is so much condemned for Government, what would the subsidy 
amount to if you figured the rates charged upon newspapers sent 
through the mail or where they are partially distributed through the 
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mail and then distributed locally? Do you have any idea of the 
difference in cost? Tam not picking on any one magazine, I happen 
to take the Saturday Evening Post and read it with great interest. 
And also the Digest. That gets the same service as a first-class letter. 
For which we charge at the present time 3 cents and they get it for 
ix-tenths of 1 cent. 

Mr. SuMMERFIELD. Yes. 

Senator Kincore. How about viving second- and third-class service 
to that mail? Could that be done and have one truck go out in the 
city of Washington and wend its way around the streets ¢ 

Do you think those magazines would like that system ¢ 

I get my Saturday Evening Post exactly on the minute 24 hours 
after it is mailed as L would a letter from the same source. The same 
applies to the Digest and various other things. I am wondering if 
they would kick up much of a fuss on that if you give them second 
and third-class service as on the railroads in England and Europe. 


LOSS ON SECOND-CLASS MALL 


Mr. SumMerrietp. In our promise to you, Senator, we promised 
we would improve the service and we did not make any exceptions 
to it. You mioht be interested in the loss on second class. lt ap 
pears that the loss on second-class mail is made up to the extent of 
68 percent on the part of magazines and about 52 percent on the 
remainder. 

Senator McCarriry. In that connection let me ask you this: You 
have legislative procedure you have legislation providing for the 
renegotiation of practically al! Government contracts. The contract 
in this case we will say is with Time, Life. You deliver their 
and find at the end of the year they make a 17 million dollar profit 
Is there any reason why you cannot renegotiate and collect some of 
that profit which they mi: ule by way of subsidy ¢ 

Mr. Summerrietp. I am not an attorney, Mr. 
Congress sets the rates. 

Senator McCarruy. Do you think it might be wise to provide, 
when the magazines claim the y would go bankrupt if slide ‘did not get 
the subsidy, that at the end of the year if it is found they ‘did not need 
the subsidy you would renegotiate and collect that money for the 





Chairman, but the 


Government ¢ 
I am trying to think of one reason why a magazine like Time or Life 


should make a profit, a huge profit, directly because of the Govern- 
ment subsidy. If they would go bankrupt, if the subsidy were not 
paid, there might be some argument for paying a subsidy. Even 
then I could not think of an argument in the case of those particular 
magazines. 

Mr. SumMerrtiecp. You have opened up a new avenue of thought 
that should be explored carefully. At least I think we have provided 
some service to the gentlemen and ladies of the Congress and the 
people of the country in letting them know a bit about the post office. 


POSSIBILITY OF RECLAIMING SUBSIDY 


Senator McCarruy. I wonder if you would have your legal staff 
check into the possibilities of reclaiming some of the subsidy from out 
fits which have made a huge profit without the need of that subsidy. 








44 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


They should find out whether or not that could be done, whether 
could be done retroactively, whether you have to look to the future. 
whether you can pick up some subsidy paid in the past, 

Mr. SumMerrietp. We will refer the matter to the Solicitor, My 
Chairman, immediately. 

(The following statement was supplied :) 


RECLAIMING SUBSIDY FROM MAILERS or SECOND-CLASS PUBLICATIONS 


Under existing law the Postmaster General would have no authority to reclain 
uny subsidy from the mailers of second-class publications, 

The constitutional authority of Congress to establish post offices and post 
roads embraces the control and regulation of the entire postal system, Its 
power over the postal system is “almost without limit except as respects un 
reasonable searches and seizures and the duty to treat all alike under the san: 
circumstances and conditions” (Warren v. U.S. (188 FB. 718, T20-21) ), 

In general, Congress has reserved unto itself control over the classification of 
mail matter (Payne vy, United States ex rel, National R R. Pub, Co. (1902), 20 
App. D. C. 581, 597-8: MeCormick-Mathers Pub. Co. \ Hannegan (1947), 161 
F’, 2d 873, 875; Cf. 89 U. S. C. 247) 

The rates charged for mail services must not discriminate between competin 
businesses of the same kind (Hsquire vy. Walker (1945). 1D. FF. 2d 40, aftirines 
327 U. S. 146) 

In respect to second-class mail matter, the Postmaster General, pursuant to 
his duty to “execute all laws relative to the postal service” (5 U. S.C. 869) 
has power to determine whether particular publications meet the statutory ré 
quirements (//annegan vy. Haquire, Ine (1946), 327 U. S. 146, 158). However 
his authority would not extend to the arena of direct or indirect regulation of 
the profits of users of second-« lass mail service. 


Senator Smiru. Mr. Summerfield, have vou the figures on thi 
amount of free and franked mail that the Post Office Departinent 
handles ? 

Mr. SumMerrie.p. Yes, for the Government it is $36 million othe 
than the Post Office itself, Kor the Congress it is about a million 
<even. 

Senator Smrru. What about the Army ? 

Mr. SumMerrietp. We no longer pay the thirty-six for the other 
vovernmental agencies. It was changed in the last session. They 
are now paving their own. 

Senator Smirn. Is there any reason that the Post Office Depart 
ment should carry the loss rather than charging it back to the Depart 
ment it belongs to ? 

Mr. Summerrietp. We are doing it now. 

Senator SMirH. Are you charging back to the leg) lative, the 
franked mail for Congress / 

Mr. SumMerrieip. For Congress? 

Senator Smiru. Shouldn't you? 

Mr. Summerrienp. Yes, we are collecting from the Congress. 

Senator Magnuson. We should appropriate that money directly 
ourselves instead of letting them take it. 

Senator Kitcore. My point is if we do that. shouldn't we also make 
some of the other people kick in on the subsidies we are giving them as 
countywide free mail service, you said $6 million. 

Mr. SumMerrietp. Thirteen million. 

Senator Kincorr. And various othe things. 

Senator McCarrnuy. General. T am going to leave for 5 or 10 min 
utes. Senator Dirksen will act as chairman in the meantime. 
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li 


Senator Kinaorr. | would like to ask another question, General 
ese have been answered, please just tell me and T will not insist on 


When the President submitted Reorganization Plan LO to Congress 
uggested implementing legislation to make a complete separation 
As you know, General, we have di 

suggested an amendment of the 


ubsidies from airmail pay. 
issecl that matter The President sug; 
\et to provide specifically that compensatory rate 


Civil Aeronautic: 

or mail transportation should be based upon the cost of rendering 
til service, plus a fair return, T assume you agree with this state 
tatement 


nent ( 
Ye , | agree with that 
Now another 


Mr. SUMMERFIELD 
Senator Kinaorn, ay LT agree with it, 


I want tos 
mestion: 
whieh the President suggested is contained in S 


Che amendment 
40 introduced by the junior Senator from Massachusetts and a num 


her of other Senators meliding my elf I wonder if you have any 
omment on that bill at this time 
Mr. SumMerrieep. Lam not familiar with it 
Senator Kiraorr, Lam wondering if you could have your staff study 
he bill and insert your comments into the record because | would like 
ion on the floor because I 


» get it in bere for the purpose of diseu 
nercestron 


nk the bill | well founded pon the Pre ident’ 
upplhied :) 


(The following statement was 


(‘OMMENTS ON B&B, LOGO 


time for the purpose 


fie to 
Phe Department 


ubmitted from 
hin 


everal bill 
ubsidy from airmail 


1Lh00 is one of 


providing for the 
been in full accord with the objective of these bill 


Chis bill provides that the nonsubsidy mail rates 


reasonable and necessary cost to the air « under honest 
efficient management, of the mail transportation rendered or to 
Including a This particular ribed in thi 

mone interested 


dered 
imner has been the subject of much controver 
The Department, of course, lu 


sis that they shall in 


sepmiration of 
exceed the 


hall in no event 
al, onl 


arrie. COROT 
serv loes be ren 
standard poe 


Vuriou peirtie 


no objection 
cost to the 


fair return 
to rate 


n this type of legislation 
being established on the ba no event exceed the 

rrier of providing the mail service to the Department 
last year if was the President lees 
from tail) pury, tmitially 
1, Ton, by om om nee to Corners 
hoof 1528 whieh provided 


th function «af 


ion, hbowevel 


You will recall that early 

the separation tinder the 

Reorganization Act Accordingly, on 
President transmitted his Reorganization Plan No 


of subsidy 


accomplish 
Tune 


ferring 


ne 
for the separation of subsidies from mail pay by tran 
iving subsidies from the Post Office Department to the Civil Aeronautios Board 
Chis plan became effective Oetober 1, Tos In his mm me, the President stated 
ment under thi 


ilodely \ 
! th Conere 


of 
this Held 


 CONRZTEeSS 
transfer of 


At the same time, the 
should not 


refinement 


iremnaectinte 
pres lide the co 
and modifienttons tin the 


isidderation 
busic law in 


of the Civil Aeronautt 





nnization plan 
to effect 


reol 


amendment 


exislation 
One such change, for example, would be an 
Act to provide specifically that compensatory rat for mail transportation 
renderine rinil ervice pu i Tair return 
llowever, it hould 


the cost of 


snevestion of the President 


the Board under 
of the Board 
and the rate 


hould be based upon 


S. 1860 would implement the 


noted that the interim rates established by 
eon the cost finding 


the reorganization 
The Department 


he 
tructure 


jan are theoretically ba 

is currently exploring the reasonableness of these rates 

both for the purpose of determining the adjustments which should be made by 

the Board, and for the purpose of determining what standard honld be pore 
to the cost standard set ont in 8, 1300 


cribed by legislation in addition 
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Senator Kincore. While plan 10 has helped to get a good deal of to fix an 


subsidies off the back of the Post Office, would not S. 1360 be an added Posmast 
protection to the Post Office so the Post Office would not have to pay Anot 
more than the cost of services actually rendered by the airmail 1955 bu 
companies ¢ at a SO-¢ 
You might include that also in that answer to insert in the record, | cent rat 
Mr. SumMerrienp. Yes. » 8b-cent 
cess in | 
CIVIL AERON AUTICS BOARD DIRECTIVE Mr. $ 
’ answer 
Senator Kingorr. Now ] have noted that the Civil Aeronautics which 1 
Board has directed you to pay 45 cents a ton-mile to certain of the Sena 
companies and that they have stated that this is just a service rate { do ne 
containing no subsidy. I believe it was noted ina Post Office petition would 
under your predecessor on July 30, 1951, that in 


setting the 45-cent this po 
rate CAB had treated freight, express, and promotional fare passen (The 
ger traflic as byproducts. [ assume that treating other types of traffic 
as byproducts, means that that share of airline overhead which freight, 
express, and promotional fare passengers are not required to bear 
results in high mail rates. I understand the Post Office petition of As ee 
July 30, 1951, has never been answered by the CAB and I wonder if oa 


. . . ‘ . ’ fares, | 
it is possible for your Department to get the CAB to review the {-cent the Atle 
rate and determine whether or not it has been set on a proper cost compute 
basis passeng) 

_ The fre! 
Could you do that and get that into the record ? The 1 
What I am bringing this up for now is to help the Department. It rate pre 

is not a question because | am very much interested in the successful etn 
. . : ° . i.) are As 
operation of your Department. I have been working on this stuff for a : z 
° . ° . . ese Ti 
quite a long time and J] think I know some of the weaknesses that are level W 
not your fault. advanc 

l am trying to help you cure those weaknesses. oe r 

rn ,* =. <8 . ve 
(The following information was supplied :) wr lng 
tions W 

and the 

1951 Rates Ser py CivIL AERONAUTICS Boarp are all 

You have requested information regarding a petition that the Post Office De- the = 

partment submitted in connection With the establishment of mail rates for the re 
Big Four carriers, Our records show that the rate established in that pro- Aerona 
ceeding was a rate agreed upon by the Board and the carriers and to which the 

Department at that time did not object. The petition which you referred to 

was, in fact, a memorandum submitted by the Department requesting that the 

Board give recognition to certain ratemaking principles which the Department Sen 

had been advocating. This memorandum was submitted after the Department Sen 

had received information regarding the agreed rate, but before the Board issued S 

its amended show-cause order proposing the agreed rate of 45 cents per ton-mile ven 

for the Big Four carriers. In the amended statement and show-cause order the recore 

Board did not adopt any of the ratemaking principles advocated by the Depart Sen 

ment nor did it discuss the application of these principles to the mail rate- so-cal 

making process, ; B , 
Since the adoption of the reorganization plan separating subsidies from mail y 

pay, which established the rates Set forth in the Board’s Administrative Report the gl 

of 1951, the Department has had under Study and exploration the principles tempt 
adopted by the Board in that report and in the Big Four mail-rate proceeding, We 
as well as its findings as to the cost to the carriers. To the extent that the lw 

Deparment’s findings indicate that action should be taken by the Board in re- fly ib 

adjusting these rates, a request will be made by the Department that the Board tageo 

make the hecessary adjustments unless in the meantime the Board on its own thera 
initiative institutes an investigation. In this regard I would like to emphasize Ww} 
the fact that the Board is the expert agency charged with the responsibilities 


of prescribing the fair and reasonable mail rates and is directed under the act wond 
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to fix and determine these rates not only on the petition of the carrier or the 
Posmaster General, but on its own initiative as well, 


Another question: I believe you have over $7,000,000 in your fiscal 
1955 budget for payment to our international airlines in the Atlantic 


at a so-called service mail rate at 85 cents per ton-mile. Is not this 85 


nt rate higher than the rate for first-class passengers? Is not this 


g5-cent rate 3 or 4 times the cargo rate? Do you anticipate any suc 


cess in being able to persuade the ¢ ‘AB to reduce this rate? 


Mr. Summerrietp. That would be pure conjecture on my part if I 
inswered that affirmatively. We are studying it within the limits 
which we have information available to us. 

Senator Kitgorr. Could you prepare an answer in the record because 
[ do not want to attempt to trap you or catch you off base in this. I 
would like to have a carefully prepared statement in the record at 
this point in answer to that question, 

(The following statement was supplied :) 


INTERNATIONAL RATES 


As to the international mail rates, you have requested us to determine whether 
the mail rates currently preseribed by the Board exceed the first-class passenger 
fares Our figures show that the existing rate of 85 cents per mail-ton-mile for 
the Atlantic operations compares with a passenger fare yield to the carriers, as 
omputed on a ton-mile basis of approximately $1.04 per ton-mile for first-cla 
passengers, The tourist passenger yield is approximately S81 cents per ton-mile 
Che freight yield to the carrier is approximately 48 cents per ton-mile 

Che mail rate prescribed by the Board for the Atlantic operations, like the 
rate prescribed for domestic operations, is based on its report in which it admin 

tratively separated subsidies from mail pay in 1951 Mheoretically they, too 
ire based on the cost to the carrier. In addition to the question as to whether 
these rates, established as they were by the Board on the basis of cost, are at a 
level which is fair and reasonable to the Department, there is the contention 
advanced from various sources that consideration should be given to the maxi 
ium rates established by the International Postal Agreement Necessarily 
involved in the issues raised by these contentions are such problems as our rela 
tions with foreign countries in the establishment of the UPU maximum rates 
and the question of the validity of the current level of these rates These matters 
are all currently being explored by the Department insofar as they might alfect 
the amount of compensation that we must pay for the transportation of mail 
internationally and as they might affect the need for amendments to the Civil 
Aeronautics Act by legislation such as 8. 1860 


EFFECT OF GRANDFATHER RULE 


Senator Dirksen. Do you have any other questions ¢ 

Senator Kireorr. One other is all. 

Senator Dirksen. Would you like to submit that memo for the 
record ¢ 

Senator Kitcorr. No. I would not like to ask what effect does the 
so-called grandfather rule have on the question of airmail rates ¢ 

By that I mean here is a company that for some reason gets under 
the grandfather rule a priority over a route and anybody else that at 
tempts to step in has to buck that. 

We have a right to a continuing contract on that route whether they 
fly it or not and a company who comes in and offers much more advan 
tageous rates is at a disadvantage because they have to fight every time 
the rates come up. 

What effect on postal rates does the grandfather ruling have? I 
wonder if you could have your staff study that and submit it? 

42711—64 4 
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Mr. SumMerrien. I do not know if it would be possible to dete) 
mine the extent it would affect us in dollars and cents, 
we will be happy to do it. 

Senator Kircorr. | would appreciate it if you would have your sta {ff 
prepare an answer because | do not want an off-the-cuff answe 
that might get you in the least bit of trouble. 

[ am trying to straighten out what I consider to be inequities in thi 
whole picture, 


(The following infor mation was supplied :) 


If we ea) 


r or one 


CIRAN DE ATHER CLAUSE 


With reference to your question regarding the grandfather provision of the act 
I would like to say that the effect of this clause on the airmail rates is very dif 
ficult to determine and anv conclusions in this regard would be highly conjec 
tural. The dollars and cents effect « ertainly cannot be measured, 

The grandfather clause as it appears in the Civil Aeronautics Act was de 
signed to provide in effect that carriers legitimately operating at the time of the 
enactment of the Civil Aeronautics Act of 1938 were to be entitled to certificates 
of public convenience and necessity authorizing them to continue to operate the 
services, It was not intended to limit the umber of certificates of public con 
venience and necessity Which would thereafter be issued by the Board. More 
over, this clause was not intended to in any way affect the rates for the tr 
tation of mail. ex: ept insofar as they Were to be revised by the Bo; 
mail rate provisions of the act 


anspor 
ird under the 


The question as to Which carriers should be granted the 
sengers, property, or mail is t matter which must be de 
the Civil Aeronautics Board under 
provided for in the act. 


certificates for pas 
cided in each instance by) 
the tests of publie convenience and necessity 


WENGEL POLL 


Senator Dirksen. Now, General, we will go over 
or this Wengel poll and then we will get back on your statement, 

As this thine stands, as T read these figures, there were & out of 10 
People polled who approved a rate increase jn third-class mail, 

Ir. SuMMeRFIE D, Righty three, 8 out of 10 approved it, 

Senator Dirksen. Three’ out of four, 74 percent. 
thought second Class ought fo carry its own load ? 

Mr. SuMMerripy D. That is correct. 

Senator Dirksen. And substantially more than half would 
arate increase in first Class mail? 

Mr. Sumy RFIELD. Correct. 

Senator Dirksen. So that pretty well winds up the survey that 
you made. You felt vou had authority and it was advisable and I do. 
too, and that it is very useful then not only in orienting the Depart 
ment but I think in orienting Congress to a rate increase, If you 
could get a vote jy both Houses of Congress jn proportion to the vote 


that the public cast in this case, you will get your $240 million, more 
or less. 


this Gallup poll 


indicated they 


itpprove 


Mr. Sumy RFIELD. We would be on our way to a balanced budget. 
Senator Smrrir. How long have you been getting a separate appro 
priation for the Congress franked mail and Government free mail ? 
Mr. SumMeERrierp, Since last August—August 1953. 
Senator Kircorre. You have not done anything for the 
Mr. SumMerrienp. Effective August 15, 1953. 
Senator Jounsron, How many people did you survey ? 
Mr. SumMerrienp. We did not survey any. You mean the 
pany who did the work? 
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ble to dete Senator Jounston. How many did the company survey ‘ 
If we ca Mr. SumMerFievp. I think 2,000 plus in 48 States. 
The chart gives figures. 
ve your staf! Senator Jounsron. Two thousand people in answering those ques 
iIswer or on tions concerning an increase in the third rate if that man was not 
J, fected by third rate: isn’t it true that he would say increase third 
ties in th rate? If he was not affected by fourth rate, wouldn't he say increase 


fourth rate ¢ 

If he was not affected by the second rate wouldn't he say increase 
econd rate? If he would not be affected by the first rate wouldn't 
e say increase the first rate? Isn't that true? That might affect a 


ion of the act in’s answer, isn’t that true, whether or not he was affected ¢ 

‘SIS very dif Vir. SumMerrienp. | presume you can anticipate almost wy given 
ile * . ° ‘ 

ghly conje ituation. I point this out to you. A very responsible ex xperienced 


oncern did it that were not prejudiced. They took a larger sample 


Act was di 
iin is taken normally by any of the poll making abdinaintae in their 


e time of thi 


© certificate ormal checking. That is a larger percentage of contacts for in 
cake are tance, as 1 understand it, than Gallup poll uses in their polls which 
oard. Mor ire accepted gener: ally to the | yublic as being a good indication with 
the transpor ome reasonable degree of ace ae V. 

rd under th Senator Kingore. They have mi ade a few mistakes. 


Senator Dirksen. Your general questions in sampling these people 
whether they thought you ought to take in enough money to pay yout 
ay, and other general questions, 1 think meet that. pretty well | 
use you did not tie down to any rate in the first instance aanelahe 

Mir. SumMerrienp, That is correct. Frankly in this 1 year T have 
been in the Post Office Department 

Senator Dirksen. You will insert in the record enough of this ma 
eral out of your report so that the questions will be there and the 


ites for pa 
i instance b 
nd necessit 


rallup poll 
fement, 
Sout of 10 


mail. ndings will be there. 


Mr. SumMerrienp., We will be happy to submit the entire report if 
ou care to have it. 

Senator Dirksen. If it is not too long. 

Vir. SUMMERFIELD. It is not too long. 

Senator Dirksen. Very well, without objection the whole report 


‘ated they 


d wmpproy 
PI rs ll be inserted in the record 


The report referred to follows :) 


vey that fur Pustic Looks ar Postrat Rates 
and I do. 
Depart 


An opinion survey of the U. 8. Post Office Department by Wengel Service Corp., 
Princeton, N. J., January 15, 1954.) 


If vou 
» the vote FOREWORD 
lon, more . _ 
rh report presents the findings of 2,067 personal interviews, made between 


December 12 and December 28, 1953, with a representative sample of the public 
d budget throughout the country 
The purpose of the survey was to obtain the public’s views on the general 
question of whether the Post Office Department should be operated on a self 
supporting basis and to ascertain the degree of approval of proposed increases 
' in first-, second-, and third-class rates, after people had been given the facts 
ongress / about current deficits and rising costs of postal service 
Details of the sample are discussed in the survey plan at the end of this report 
\ copy of the questionnaire is appended 


te appro 
ree mail / 


the COM 








50 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


HIGHLIGHTS OF THE SURVEY 


1. Most people feel that the Post Office Department should be self-supporting 

About 4 out of every 5 say that the Department should take in enough money 
from postage to pay all its costs. 

This opinion is held in all parts of the country and in all major segments of 
the population 

~. The public further feels that each class of mail should pay its own way 


» 


Only very small minorities, ranging from 2 percent in the case of third class 
to S percent for first class, believe that any classes of mail should have rates 
that do not cover the cost of handling that mail 

3. After having been informed of current deficits and given reasons for raising 
rates, people favor rate increases on individual classes of mail as follows: 

SS percent approve of a rate increase on third-class mail 
74 percent approve af a rate increase on second-class mail 
56 percent approve of a rate increase on first-class mail 

This gives some indication of what the public's reaction to the proposed rate 
increases might be if the population generally were informed about current 
deficits and were exposed to the reasons for increases that were given to the 
people interviewed in the survey. 


FINDINGS IN DETAII 


1. As of today, a large majority of the American people feel that the United 
States Post Office Department should be on a pay-as-you-go basis: 

78 percent say the Post Office Department ought to take in enough money from 
postage to pay all its costs 

14 percent say it is all right if it doesn’t take in enough to pay all its costs 

2 percent give other answers, such as “first class mail need not pay its own way 
but other classes should.” 

6 percent express no opinion. 

This question was the second one on the questionnaire, and was asked before 
respondents had been given any information regarding increases in postal rates 

2. The opinion that the Post Office Department should be on a self-supporting 
basis is held by all segments of the population. 

Only small variations are evident among men and women, young and old, 
people on farms, in small towns, and large cities, people in different sections of 
the country, and in various occupational groups. 

The table following shows the opinions of all these groups on this question. 

“Do you think the Post Office Department ought to take in enough money from 
postage to pay all its costs, or is it all right if it doesn’t take in enough to pay 
all its costs?” 


Ought to | All rieht 
takein | ifit | 
enough doesn't 


Other No 
answers opinion 


Percent Percent Percent Percent 
9 


National publi 78 14 | 2 6 
Fast 78 | 13 2 7 
Midwest | 7 | 16 2 | 5 
South 81 18 1 | 5 
West 76 16 1 7 
Farm residents 77 15 2 6 
Towns up to 2,500 78 17 1 | ‘ 
2,500 to 24,999 | 81 13 2) 4 
25.000 to 99.999 SO YW 1 | 4 
109,000 to 499,999 79 | 14 | 1 6 
500,000 and over 70 | 16 l 13 
Men | 79 | 15 | 2 | 4 
Women 78 14 | 1 7 
21 to 29 years 78 14 1 | 7 
30 to 44 80 | 15 1 | 1 
45 and over 77 | 14 2 7 
Farmer 78 13 2 7 
White-collar workers 77 17 3 3 
Manual! workers | 80 12 l 7 
Service workers 80 12 () s 
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Roth those who believe that the Post Office Department now pays its own 
and those who know that it does not are strongly of the opinion that it 
hould be self-supporting. 

(a) The public is not particularly well informed on the financial aspects of 


the Post Office Department's operations 


18 percent think the Department now gets enough money from postage to pay 
for the cost of providing postal service 
}4 percent think it does not 
3 percent don't know whether it does or not 
(b) But large majorities of both those who are aware of the deficit 
who are not, think the Department should take in enough revenue to cover costs 


and those 


\ is all right if it doesn’t 
Lt int 7 \ 


Moreover, the publie says that each class of mail should pay its own way: 


1 
ay there are no classes of mail on which the postage rate should be 


67 percent 
lower than what would be required to cover the cost of handling that mail 


Among the minority who do favor subsidization, more mention first-class mail 


than any of the other three classes 
“In your opinion, are there any of these classes of mail where the postage 


rate ought to be less than the cost of handling that mail?” 


If “Yes”: “Which class or classes?” 
Percent 
Total public L100 
None of them 67 
No opinion aD 
Yes 18 
Kirst class . 8 
Second class 4 
Third class 2 
Fourth class ‘ t 
No opinion ‘ l 
Not! The percentages .mentioning the various classes add to more than 18 percent 


because some respondents named more than 1 clase 
Note on interviewing procedure : Immediateiy before asking the two questions 
shown above, the interviewer said to the respondent: “As you know, there are 


four classes of mail. The post office keeps a record of the cost of handling each 


class. Here’s a card describing the four classes.” 
The interviewer then handed the respondent a card and allowed him ample 
time to read it. The card read as follows: 
First-class mail is mostly letters 
Second-class mail is mostly magazines and newspapers 
Third-class mail is mostly circulars and advertising matter 
Fourth-class mail is mostly parcel post 
Therefore, in replying to the questions shown above, the people interviewed 
had a clear idea of the differences among the various classes of mail. 


5. Those who receive magazines or newspapers through the mail are no more 


in favor of subsidization of second-class mail than are those who do not. 
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Say second-class mail should have rates that are lower than the cost of 
handling that mail: 

Perce) 
National public_—- ‘ a ‘ iis i J 
Receive magazines through the mail SEA a ee ee ie eee ee } 
Receive magazines and newspapers through the mail_____-_-------- 
Receive neither through the mail ‘iiondiamngalalianae lee i wr sin 

NOTE The 1 and 2 percent differences above are within the range of possible samplin 
error and are not statistically significant. 

6. The principal reasons given by the 8 percent of the public who favor below 
cost rates on first-class mail are that it is essential, present rates are too high 
and that it is a public service. 

The 4 percent who favor low rates for second-class mail do so principally on 
the basis of its educati»nal value 

The selatively few (2 percent) who say rates for third-class mail should be 
below cost give as their principal argument its unimportance—the fact that it 
consists of open matter which is of relatively little significance. It may be that 
some of these people misinterpreted the question; instead of meaning that third 
class rates should be below cost, they may mean that third-class rates ought to 
be lower than those of other classes, because third-class material is less important 
than the others. 

Those who would like to see fourth-class mail subsidized (4 percent of the 
public) argue chiefly that present rates are too high. 

7. After having been informed of some of the reasons for postal-rate increases 
8 out of every 10 people say they think the Post Office Department should take 
in enough money to cover its costs. 

Only 9 percent vote for having the deficit made up through taxes. 

The following question came toward the end of the interview, after respondents 
had been given some of the reasons for rate increases: “As we said before, the 
Post Office Department will lose about $400 million this year. Do you think 
this loss should be made up through taxes or do you think the Post Office Depart 
ment should take in enough money to cover its costs?” 


Percent 


Take in enough to cover costs______- : ates. s! 81 
Loss should be made up through taxes_- siren eratiaihaldhalinleenitaiimanannal Subd 9) 
Other answers *. bei ‘ S ee tele tend 4 
No opinion___ ~~~ sceaiaipten dckcsias silt isacaiinisieilaininletiin siting eee NR SS 6 


1 Such as: 

“They should make up part of it through taxes and part through increased postage.” 

“I think the Post Office Department should take in more than it does, but taxes should 
help on part of it.” 

“Gradually the Post Office should pay for itself but the burden must be assumed 
gradually.” 

“With the exception of first-class mail, all departments should make their own way.” 


Again the feeling that the Post Office Department should be self-supporting 
is prevalent in all parts of the population. 

Among the various subgroups of the population analyzed in the survey the 
highest proportion saying the loss should be made up through taxes is 12 percent : 
the lowest proportion saying that the Post Office Department should take in 
enough to cover costs is 76 percent. (See appendix, table A-12, for details. ) 

8. Objections to high taxes are the biggest factor in the public’s feeling 
that the Post Office Department should be run on a pay-as-you-go basis, rather 
than being partically supported by taxes. 

People mention this more often than anything else as a reason for feeling 
that the Post Office ought to pay its own way. 

Other arguments frequently advanced are that it is fairer to pay in propor- 
tion to use than by a general tax subsidy, that it is good in principle to be 
self-supporting, and that the Post Office should be run like any business. 

Note that 9 percent say the Post Office should practice greater economy. 
Some of the comments in this category indicate a feeling that the Post Office 
can cover its costs in this way without necessarily increasing rates. 

Note also that 3 percent refuse to accept the statement that the Post Office 
is losing money and say that it is now taking in enough to cover its costs. 

“Why do you feel that the Post Office should take in enough money to cover 
its costs?” 
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[Partial table] 


Percent 
Total : . , 100 
laxes are too high now ; too many things have to be paid for by taxes 31 
Disapprove of using tax money for this purpose 5 
Easier to pay postage than taxes; rather pay a little more on each letter 
than a lot at the end of the year 4 
Fairer to pay in proportion to use; users should pay their fair share rather 
than getting a general tax subsidy 16 
It should be self-supporting (general) ; it’s just a god practice to be self 
sufficient__- in 5 13 
Che Post Office should be run like any business; a good business keeps 
out of the red as 2 
Should practice greater economy, be more efficient, reduce costs 9 
Rates should be increased to cover costs ian 6 
Chey are taking in enough now to cover costs_- 3 


9, Those who think the postal deficit should be made up through taxes (9 per 
cent of the total public) argue chiefly that mail is a public service and that 
present rates should not be increased. 

‘Why do you feel that the loss should be made up through taxes?” 

{Partial table] 
Percent 


Total 100 


Mail is a public service; it is the Government's responsibility to provide 


this service i 2 
Do not approve of raising postal rates; postage would cost too much if the 

Post Office has to cover all its costs ' edb bis 1h 
Too large an amount involved; not practical to take in enough postage to 

cover costs—-. & ‘ eo . is , 12 
rhe Post Office has always been in the red; we have always subsidized it 

and might as well continue to do so 7 e ” 9 


Tax revenues are adequate; the Government takes in plenty in taxes to 
cover the deficit ‘ ¥ ‘ : 

Might as well use tax money this way as other ways; it is a worthwhile 
service to spend tax money on__--- ‘ sad i 

axes pay for other things, so why not the Post Office i 4 


10. On rate increases for individual classes of mail, the public vote as follows 
after hearing reasons for the increases: 


S83 percent approve a third-class rate increase 
74 percent approve a second-class rate increase 
56 percent approve a first-class rate increase 


In addition, 91 percent say they approve of the law which requires parcel 
post to pay it own way. 

The votes on the three classes of rate increases provide some indication of 
what the reaction of the total public might be if they had the same information 
as was given to the people interviewed in this survey 

Wording of the questions and the replies are shown below and on the following 
pages. 

(a) Before respondents were asked for their opinions on rate increases, this 
statement was read to them: “At present rates, the cost of running the postal 
service this year will be more than the amount taken in, Actually, there will 
be a loss of about $400 million which will have to come from taxes.” 

They were then asked this question about parcel-post rates: “As it is now, 
the postage on parcel post, which is fourth-class mail, is required by law to 
cover the cost of handling it. Do you approve or disapprove of this?” 


Percent 
Approved 91 
oe > 
Other answers dha ‘ (*) 
No opinion in 4 


1 Less than % percent 





, 





4 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 
“They 
(b) The next question dealt with first-class rates “As you probably know. ¢ rei e 
postage te for first-class out-of-town mail has not been increased Since 1982 : “If yo 
Because of higher wages and other costs since that time, the Post Office Depart nter, | 
: *» “ ’ 
ment has proposed an increase in this rate from 2 cents to 4 cents on letters I “It se 
going out of town Would you approve or disapprove of this increase?" they ouj 
Perce “New: 
Approve ) -- ” 
Disapprove , Cher 
Other answers 1 not pity 
No opinion $ his 
nesses a 
Following are some verbatim comments made by those who approve of an in “This 
crease in first-class rates: through 
“As everything else has fone up, I guess it is all right to go up on letters “We « 
too.” Wife of labors r, Texas less for 

“One cent isn’t too much of a hardship 


and if it helps reduce taxes I think ' 

° ) 
etics salesman, Washington, Disapy 
# cents under present 


it’s the thing to do.” Wife of cos 
“It is a che ap service at 





conditions,”—Salesman “_ a 
Delaware Alabam 
“TI think 4 cents would be well in keeping with everything else.”"—Wat, h : “I do 
maker, Arkansas Virgini 
“People will use the mails at any cost increased rates or not.” Farm “If tl 
lal r, Alabama “T th 
irst-class mail is the biggest bargain we have.” Maintenance worker, rates,” 
Oklahoma (d) " 
“I think users of the mail should pay rather than the general public.” the pub! 
Dentist, Montana. More 
Here are comments made by those who disapprove the first-class rate increase : percent 
“Because letters are a necessity the cireulars and ads are unnecessary.” It is ¢ 
Proprietor of electric and welding shop, Texas. 


rial the 
“I think that is the class that benefits 


most people so it should not be this cla 

raised.”—Wife of merchant. Delaware. “Post 

“I don't believe th« y're losing money on letters.” Laundress, Arkansas. covers i 

“People would quit writing letters and sending post cards so the Govern propos! 
ment would not gain.” Hospital attendant, Nebraska. 


“I think enough 
of its overhead.” 


creasin 
is charged and the Post Office should cut 


down on some 
Drugstore owner, Virginia. 








Approv 
“Well the r ie, , 7 ue bil aa ‘ . Disapp 
el, the rich folks can send all the letters they want to and the poor 4 
people cannot. So, being in the poor « lass, I am pulling for them.”—Farmer, Other : 
Colorado No - 
“Letters are high enough and are a necessity, other classes can pay Typi' 
more 2 OOK, Virginia. : il ata ‘ Approv 
(¢) A large majority of the public favor increased rates on second class mail. 
People who receive Magazines or hewspapers through the mail are more in- : “A le 
clined to approve of this increase than are those who do not. it in th 
“Postage on second-class mail now covers less than one-fourth of the cost of "800 
handling it. Some people say this is all right because hewspapers and magazines them o 
are educational materia] and should get lower rates. The Post Office Department “I Pp 
iS proposing to increase postage rates on second-class mail in order to get back lars. 
more of its cost. Would you approve or disapprove of this increase?” “My 
Charge 
— " - “The 
Approve Disapprove| oon. | No opinion ~~ 
— - ~ a of far 
Percent Percent | Percent | Percent “The 
National public 74 18 | 1 | 7 one sh 
Receive magazines t rough the mail 77 16 2 | 5 
Receive 1zin and ne Wspapers through the mail 76 18 l 5 Disapy 
Receive neither 62 23 1 14 
a 
; Missot 
Below are comments, pro and con, on the proposed second-class rate increase : a , 
Approve increase , 


“It is nothing but polities holding this 
raised.” Ammunition testé r in ¢ 

“Because the 
an increase.” 


rate down. It definitely should be 
rovernment arsenal, New Jersey. 
companies who send out these magazines can well afford to pay 
School teacher, New York, 
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“They make plenty of money on advertisements to take care of this in 
crease.” —~High-school principal, North Carolina, 
If you want them, you should be willing to pay the postage.” 
penter, Illinois 
It seems as though they charge enough for a few lines of that stuff so that 
Insurance agent, Michigan 
Publishers are more able to pay than 


Wife of car 


hey ought to be able to pay the increase 
Newspapers are largely advertising 
letter writers.” —Sales clerk, Virginia 
rhere is no reason why magazines and newspapers created for profit should 
ot pay their own way.”-——-Farmer, ‘Texas 
this is low-cost advertising and why should the Government help some busi 


nesses and not others?’ Wife of gardener, Oregon 

his increase would stop the circulation of much trashy material now going 
through the mail Clerical worker, Louisiana 

We certainly need educational materials, but a bookstore doesn't charge any 
less for a book because it is educational School teacher, Indiana 


WSapprove tncrease 


‘IT heartily disapprove of this I don’t want more expense Jewelet 
Alabama 

I don't think they have to do this. They can cut overhead 
Virginia 

If they increase rates, subscriptions will go higher.”—Farmer, Ohio 

“T think it is educational material Maybe people wouldn't get it at higher 
rates.”——Wife of production manager, Pennsylvania 

(d) The proposed increase in third-class mail is overwhelmingly approved by 
the publie after learning of the cost of handling it 

More than 7 times as many approve it as disapprove it (S83 percent to 11 
percent). 

It is evident from the comments that people dislike some of the third-class mate 
rial they receive. This may contribute to the high approval of a rate increase on 
this class 

“Postage on third-class mail, which is circulars and advertising matter, now 
covers about three-fifths of the cost of handling it. The Post Office Department is 
proposing to increase these rates also Would you approve or disapprove in 
creasing the rates on third-class mail?” 


Pharmactst, 


Percent 


Approve SI} 
Disapprove 11 
Other answers 1 
No opinion h 


Typical comments: 
ipprove increase 

“A lot of stuff goes through the post office that nobody reads. They just throw 
it in the trash can.’ Retired textile worker, South Carolina 

“Some of the circulars that go through the mail are useles it would weed 
them out.”—Saleslady, California 

“T personally am not interested iu helping pay for the other fellow’s ciren 
lars.”—Farmer, Missouri 

“My goodness, why do they let them send them out if they can’t pay for them? 
Charge them more by all mean Grocery clerk, North Carolina 

“They ought to outlaw them old circulars,’—Filling station attendant, 
Kentucky. 

“The rates must not be high enough or they wouldn't put out so many.’’—Wife 
of farmer, North Dakota. 

“They should pay enough so we won't have to pay 4 cents for a letter. Every 
one should pay their share.”——Domestic worker, California 
Disapprove increase 

“I disapprove an increase on any class.” 
Missouri 

“It might hurt business.’’—Clerical worker, New York 

11. A majority of the public express satisfaction with postal service 


Supervisor, auto supply store, 
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“Would you say the postal service you are getting here is good, average, 
poor?” 


Perce 
Good oh ‘ , ti 
Average-___- a . : ”" 
Poor aati \ 


No opinion 
EXPLANATION OF APPENDIX TABLES 


rhe tables on the following pages present the detailed tabulations of replies 
to the questions asked in the survey. Tables are presented in the order ir 
which the questions appeared on the questionnaire. The number of each tabl 
is the same as that of the corresponding question on the questionnaire, a copy of 
which is appended 

An index to these tables will be found on the contents page at the beginning of 
this report 

Chroughout the tables the following definitions are applicable: 

1. The States included in each of the four geographical regions are: 

Rast Vidwest Nouth West 

Maine Ohio Delaware 
Michigan Maryland Wyoming 
Indiana District of Columbia Colorado 
Illinois West Virginia New Menici 
Rhode Island Wisconsin Virginia Arizona 
Connecticut Minnesota North Carolina Utah 
New York lowa South Carelina Idaho 


Montana 
New Hampshire 
Vermont 
Massachusetts 


New Jersey 
Pennsylvania 


North Dakota 
South Dakota 
Nebraska 


Kansas 


Georgia 
Florida 
Kentucky 
‘Tennessee 


Nevada 
California 
Oregon 
Washington 





Alabama 
Mississippi 
Arkansas 
Louisiana 
Oklahoma 
Texas 


Missouri 


2. The occupation groups shown in the tables include both those who are work 
ing at these occupations and nonworkers, who are classified according to the 
occupation of the chief wage earner in the family. The white-collar group in 
cludes professional, proprietor, clerical and sales workers; the manual group 
includes skilled, semiskilled and unskilled workers. A miscellaneous group, con 
sisting of students, retired people, and unemployed persons, is not included in 
this occupational breakdown. For this reason, the subgroup totals do not add 
to the national public total in this case. 

Similarly, those who receive newspapers and not magazines through the mail 
are not included in the magazine-newspaper breakdown because there are only 
69 of them. 
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that the United States Post Office Department 


o pay jor the cost of providing postal service 





Respondents Doe Does not Don't know 
Percent Percent Percent 
2, 067 43 44 24 
1, 028 ay 40 2) 
1, 039 ‘6 on Ot) 
= aa 

795 38 14 IN 
204 47 a0 24 
258 1 21 } 
6S i 28 ”) 
445 4 $1 » 
736 i ; ; 
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6 Te) 2 M4 
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27 5 4) 4 
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‘ 2 u 
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Office De partment ought to take in enough money 
it all right if it doesn’t take 


or 18 in enough to 
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fespond- All right Other 
a take in it doesn't answer Noopl 
enough 
Percent Percent Percent Percent 
2, 067 78 M4 2 t 
1, 028 79 1 2 1 
1, 039 78 14 l 
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77 17 3 $ 
78 13 P 
st) 12 ” 
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“Which class or classes?”’ 


Respondent 


2, 067 


1, O28 
1, 080 


795 
204 
258 
OSD 
45 
736 
888 
+10 
136 








No, none 


Percent 


(Asked only of those 


OS 


86 | 


60 | 
65 | 
1 


68 
69 
61 


Yos, som 


Percent 


19 


Is 
7 





1955 


~ 


oo 


9 


postage 


No opinion 


P 


ercent 


who say there are some 


classes of mail where the postage rate ought to be less than the cost of handling that 


mail) 


} 


National public 


Men 


Women | 


White-collar workers 
Farmers 
ervice workers 
Manual workers 
1 to 20 year 
) to 44 years 
‘i and over 
Farm resident 
ywns up to 2,500 } 
500) to 24,900 
000 to 99,900 
10,000 to 499,900 
00,000 and over 
Kast 
Midwest 
outh 
W est 
Receive through mail 
Magazines only 
Magazines and newspapers 
Neither one 


' Less than one-half percent 


Total 
re 
spond 
ents 


| 


2, 067 
1, 028 | 
1, 039 | 
705 | 
204 | 
258 | 
685 
443 
736 
RRS | 
310 
536 


371 


248 | 
on 





Say there! 


jare classes 


where 

rate 
ought to 
be less 


Percent 


18 


16 


22 
20 
14 
15 
16 
18 





Ist 
class 


| 
| 


2d 


class 


Percent | Percent 


® 


1d 


class 


4th 


class 


Percent | Percent 


) 


A 


— 


NoTe.—Some percentages add to more than totals shown because of multiple answers 


All 


Percent 


oo SS 


a 
(i 


K 
NO 


opinion 


Percent 
l 
(') 
l 
l 
| 
l 
| () 
| l 
(}) 
1 
l 
( 
l 
(*) 
l 
I 
l 
1 
(1) 
(th) 
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Question 7: ‘Why do you think class mail should have rates that are low: Question 8 
than the cost of handling that mail?” (Asked only of those who name a class . required 
classes of mail where the postage rate ought to be less than the cost of handling that of this?’ 
mail.) 
ist | 2d ad itt 
Class class Class Clas 


Respondents 


Number 162 KR 43 & vational pat 
Percent | 100 100 100 10 
Present rates are too high: Beeause it costs tao much; don’t believe that | Percent | Percent | Percent | Perce) Men 
lowering the cost would tike it below eost of handling 15 0 5 f Women 
Because of its educational or informative value: In order that people 
may be informed on current events; educational matter should be W hite-collar 
distributed on a public service basis rather than a business basis; in a Farmers 
democracy the distribution of information on public issues is in the Service work 
public interest; in order to increase knowledge of general public l 4h 7 Manual wor 
Most essential of all: A necessity, whereas others aren't; means more to 2) to 20 year 
people than any other kind of mail; a necessity and should be made as 1) to 44 year 
cheap as possible 21 l 0 45 and over 
A public service that the government should pay for: It is a public Farm reside 
service and is a justifiable expense to cover by taxation; not a com rowns 
mercial thing so the Government should subsidize it; is used for the Up to 2, 
benefit of the majority so cost could be borne on equitable basis by 2,500 to 
taxes 14 Mi) 5 25,000 to 
Easier to handle: Not as much trouble to handle as are newspapers and 100,000 ¢ 
magazines; letters are not as hard for the mailman to carry 8 0 ” ‘ SOO ,000 
So all people will be able to use it: Majority of mail is from little people Kast 
whereas 3d ciass is for business that can afford to pay; large companies Midwest 
that use these other classes should pay more 10 1 0 { ' South 
Volume should compensate for lower rate: There is a great volume; so West 
much of it that the volume should make up for lower rates 7 5 2 ! Receive thr 
Other classes should be increased instead: If other classes are raised, first Magaai 
closs could be lowered; bie bisiness uses this more than individnater Magazi 
and can afford to pay more | 10 1 0 Neither 


Because of its unimportance: It is all open matter and impersonal; does 
not need to be insured and there are no breakable articles; they put out 
so much stuff that doesn't amount to anything; not so essential to the Less tha 
one receiving it 0 6 “w 

So people won't be deprived of magazines and papers: So religious ma 
terial, magazines, etc. that brighten people's lives will continue to 


Question 


arrive; would help put magazines and newspapers in homes that has no 
might otherwise be unable to afford them 0 17 2 that tu 
Lower rates would increase the volume of mail’ People would send let ‘ents t 
ters more often if it cost less; more people would send packages if it COME & 
didn’t cost so much; lower rates would encourage the sending of this | this in 
class of mail 3 | 3 2 
It would help private business: Would stimulate business | 0 | 0 4 
Used for overseas communication: Because we send a lot of letters | 
overseas | 1 | 0 0 0 
Qualified comments: Should be subsidized to some extent; because of | 
its educational value it should be cheaper, but much of it is a bad in 
fluence and all of it is done for profit; trashy literature should bear its | } 
own cost and part of the cost of the good and necessary; etc 0) 3 0 0 
Other reasons | 12 14 19 | 15 National p 
No opinion | 9 6 12 5 
| Men 


Wome 
NOTE Percentages add to more than 100 because of multiple answers. 
W hite-coll 
Farmers 
Service we 
Manual w 
21 to 20 ye 
W) to 44 ye 
45 and ove 
Farm rest 
fowns 
Up to 
2,500 | 
25,000 
100,00 
500,00 
Kast 
Midwest 
South 
West 
Receive t 
Magn 








oo 
ee 
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at are lo Question 8: ‘As it is now, the postage on parcel post, which ix fourth-class mail, is 


ne a class equired by law to cover the cost of handling it Do you approve or disapprove 
andling t} of this?” 
7 Ke Ap Disap Other No 
( it pond wn opin 
Cla cla ents peur" paws wer hor 
Percent Percent Percent! Percent 
i stional public 2 OO) a ) i 
100 
‘ercent § Perce Men 1. O28 Ww 6 ( » 
Women 1,000 x ) \ 
W hite-collar workers TWh we j 
Farmers 204 “} ( 0 
Service worker 258 N7 “\ 
Manual worker KS wo } i { 
27) to 20 years 4% W2 ’ ( 
1) to 44 years ws w) " I 
0 4S and over NAN wo 
Farm resident 10 “) ] 0 t 
frown 
{ Pp to 2,400 AMG at 1 ; 
2,500 to 24,000 71 “w \ i ; 
25,000 to 90,000 246 ar ‘ 0 1 
100,000 to 400,008 v7 01 i i, fi 
" { 500.000 and over ‘2 M4 7 1 S 
i Fast $8 w ‘ l 
| Midwest 7 w \ 1 
0 outh eM Mu 0 1 
West 270 vl ) I ( 
: Receive through mail 
Magazines only KD “2 ‘ i ‘ 
Magazines and newspaper a11 ay ( i 
0 Neither one 442 me) 
Less than 44 percent 
“) 
Question Y 1s you probably know, the postage rate for first-class out-of-town mai 
has not been increased since 1982 Because of highe r wages and other costs aince 
that time, the Post Office Department has proposed an increase in this rate from 3 
cents lo 4 cents on letters going out of town Would you approve or disapprove of 
this tiie COR ro 
uy 
0 Re Ap Disap Other 
pond 
ents prove prove awe op nion 
* ; Percent, Percent, Percent: Percent 
= tional public 2,007 Mh wv I 1 
12 s 
Men 1, O26 “wm 5 ! i 
Women 1, 080 2 “s l ‘ 
White-collar workers 70 v 7 1 
Farmer N)4 “) ‘ 
ervice worker 255 il 2 ! t 
Manual worker (is. vs et | ; 
11 to 20 year 14 fT wv } ' 
W to 44 year iM “1 5 ; 
ih and over sh 1 5 I 4 
Farm residents aD 42 
low! 
Up to 2,500 i ) 1) | 4 
2,500 to 24,000 ‘7 wh “) ; 
»,000 to WN, 000 24x 4 ; ? 
100,000 to 490,000 23 4 \s ! 4 
SO0.000 and over 12 “wm ‘. 1 
Kast ) “i 5 ! 
Vi idwest 7 W 47 ; 
outh Hay “" i“ 4 
W est 27 “ i) 
Receive through mail 
Magazines only ‘ . $s 
Magazines and newspape KI} ‘ i) 
veither one ” 
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(Question 10:“* Postage on second-class muil now covers less than one-fourth of the cost o Question 18 
handling it. Some people say this is all right because newspapers and magazine lion th 
are educational material and should get lower rates The Post Office Departmen jou th ni 
ts proposing to increase postage rates on 2d-class mail in order to get back more « al8 
is cost. Would fOUu approve or d sapprove of; this increase?”’ 











Respond Disap Other No | 
ent Approve prove snswer opinion 
lL publ 
Percent Percent Percent | Percent j 
National public 2, 067 74 18 l i Men 
Wome 
Men 1, 028 76 17 2 } i 
Women 1, 039 72 19 l 8 | White-collar ¥ 
Farmer 
W hite-collar workers 705 | 77 17 2 | 4 rvice worke 
Farmers 204 | 71 22 l 6 Manual work 
Service worker 258 71 18 1 | 10 1 to 20 vent 
Manual workers 685 73 | 18 l \ u) to 44 veut 
21 to 29 years 143 75 7 1 | 7 i d ovet 
30 to 44 years 736 18 1 § Farm residen! 
45 and over ; 888 | 19 2 | 7 v1 
Farm residents 310 | 21 1 | 6 Up to 2,0 
Towns 800 to 24 
Up to 2,500 436 74 16 l 0 O00 to § 
2,500 to 24,999 71 74 10 | 2) 7 100,000 to 
25,000 to 99,9900 RS 13 (') 1 | 00.000 an 
100,000 to 499.999 73 99 | 1 4 | Ka 
500,000 and over 7 oo 0 2 v Midwest 
East 533 73 | 18 1 8 outh 
Midwest 75 75 18 1 | 6 West 
South 689 73 19 | 1 7 Receive throt 
West 270 77 | 16 2 | 5 Magazine 
Receive through mail | Magazine 
Magazines only 855 77 16 | 2 ; either ¢ 
Magazines and newspapers SII 76 | Is 1 ) 
Neither one 332 | 62 | 23 | 1 14 


( stion 
1 Less than }4 percent. ducst 


Question 11: “Postage on 3d-class mail, which is circulars and adv rlising matter, 
now covers about three-fifths of the cost of handling it. The Post Office Department 


18 proposing to increase these rates also Would you approve or disapprove 
increasing the rates on 83d-class mail?” 


Responder 
Numi 
Verce 





Respond Disap Other No ’ a 
aoe iporere| So | qaaeer | ‘ebinien Mail is a 
serves 
I service 
ercent Percent Percent Percent " 
National public 2. 067 R3 ll 1 5 proposi 
" Do not al 
Men 1, 028 85 10 ! ‘ age; po 
> 3 ” 
Women 1, 039 81 ll l 7 going U 
W hite-collar workers 795 86 10 1 3 Too large 
Farmers 204 N4 s 1 7 by post 
Service workers 258 78 13 0 | 9 gt 7 
Manual workers 685 &] 12 1 | 6 ne po 
21 to 29 years 443 R2 10 1 | 7 cant m 
30 to 44 years 736 R3 12 (‘) | 5 The Post 
45 and over i RAS 83 10 1 | 6 iin 
Farm residents 310 85 8 l 6 along t 
Towns Tax reve 
Up to 2,500 § RS 9 1 5 money 
2,500 to 24,999 6 YW 1 4 
25,000 to 99,999 87 10 0 | 3 shortas 
100,000 to 499,999 R1 14 0 | § Might as 
500,000 and over 75 16 ! 8 wastef 
East 81 12 1 6 
Midwest 85 10 a) | 5 we do! 
South 82 1 1 | 6 Taxes pa 
West 87 9 1 | 3 the pos 
Receive through mail | ote 
Magazines only 855 86 10 Qa | 4 Other res 
Magazines and newspapers 811 87 9 | 1 | 3 No opin 
Neither one 332 67 17 i | 15 
| NOTE 


! Less than 4% percent 


42’ 





ick mo 

Ny 
at i 
I 
I 
l l 
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1 f 
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l ( 
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ho |? { e said bhefare t} Post OF Denpartm / | se about &400 
mi > ) hay (} ) he i} { yi ta lo 
j k Poot OMe Depart | Q j lo ” X 
} | } } 
P / / / 
u “ SI \ “ 
1 1.{ ( ) 
W s l | 
worker } l ‘ 
14 ; ; 
ke . : (0 { 
il w ‘ % ! rl 
; eu 4 } t 
14 1 ( } i 
RR 0 i ‘ 
i 10 i 
M ( 0 g1 { f 
{ 14000 l ” NI 
( 10.000 ‘4s ‘ I 
0) 190,000 0 
W000 and | ( 
10 | \ 
vost Ww ) ( 
) t 1 
{ 12 f 1 ‘ 
hrough ma 
{ ‘ ) I } 
( 10 1 
| 
‘ 78 12 


juestion 18: “Why do you feel that way (Post Office lo hould be made up 


through tawes) 
\ 


ational 
Respondent public 


Number 


Percent 


INT 


Pereent 


service: The post office was set up as a public service; it 


Mail is a public 
responsibility to provide thi 


erves all the people; the Government ha 


ervice; it was always meant to be a service and not a profitmaking 





proposition ~0 
Do not approve of raising postal rates: Would mean an increase in post 

age; postage would be too high; don’t want to see the price of everything 

going up 1h 
Too large an amount involved: Don’t think they can take in enough money 

by postage to cover all the costs; don’t see how they can do it all by boost 

ng postage rates; can’t be done all at once so take part from taxe 

can't make a sudden changeover to cover the costs 12 
The Post Office has always been in the red: We've been subsidizing it all 

along and might as well continue to do so 9 
lax revenues are adequate to cover it: The Government takes in enough 

money from the people to cover it; we pay enough taxes to cover lots of 

hortages 7 
Might as well use the tax money this way: Too much tax money is spent 

wastefully whereas the post office is one of the more valuable service if 

we don’t use it here, it will be shipped overseas for foreign aid 7 
Taxes pay for other things: Taxes take care of other things, so let them help 

the post office; taxes take care of everything else 
Other reasons 24 

—) 


\O opinion 


Nov! Percentages add to more than 100 because of multiple answer 
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Question 13: “Why do you feel that way (post office should take in enough mone Question I 
to cover its costs)?” : 
Nationa 
Respondents : publi 
Number 1, 664 
Percent 100 
a ; : Percent National pub 
Taxes are too high now: We have enough taxes to pay now; don’t like to 
pay more taxes than we have to; we are already overtaxed 31 Men : 
Fairer to pay in proportion to use: Let those who are using the mail pay —— 
for its upkeep; 3d-class mail is strictly for financial benefit of those White-collar 
mailing it so taxpayer should not pay part of these costs; why should She 
I pay for someone else’s magazines and papers 16 Manual work 
It should be self-supporting: I believe in paying your own way and | 21 to 29 years 
balancing the books; anything ought to pay for itself 3 ft oe 
Post office should be run like any business: A good business keeps out of | Farm resider 
the red ; any kind of business ought to pay for itself; it’s a poor business frowns: .. 
if it doesn’t take in as much as it spends 2 | \ Bo 
Should practice greater economy: Should be operated with the same 25,000 to 
degree of efficiency as any corporation ; could get rid of some of the help eae 
and be more efficient ; should reduce costs of handling by more efficient net tt ‘ 
methods; cut expenses so it can make out 9 Midwest 
Rates should be increased: Should charge more to make up the deficit ; sa 
should cover expenses through higher postage 6 Receive thro 
Disapprove of using tax money this way: Tax money is for defense, edu Magazin 
cation, and important things like that; don’t approve of paying the om ey 
post office deficit in taxes; we should quit giving away so much money ; : 
there should not be a subsidy for mail 5 


Easier to pay postage than taxes: Would prefer to pay a little more ' Loss that 


postage than to have taxes raised to cover it; rather pay it on a letter 


than make it up at the end of the year; would not notice it so much Question 
from day to day; wouldn’t feel the increase in postage as much as in 
taxes i 


They are taking in enough now: The post office has enough business to 
pay its costs now; they are taking in enough to pay costs; they have 
raised rates enough to cover costs; enough people use it so they should 
take in enough now 

Should increase the rates on certain classes: The 2d and 3d class should National pt 
be raised to carry the deficit; rates should be increased on business and 


pee ; ‘ : Met 
any special-interest groups; should raise on 8d- and 4th-class mail; = 


Women 


commercial rate should be raised; ete . 2 
Should eliminate abuses of postal service: Using the post office for ad ian nga 
‘8 : ‘ : rarme 
vertising is a racket; we can do without a lot of things that go by ervice Wo! 
mail as we get tons of stuff we don’t want; advertising through the mails Manual wo 
is one of the unseen parasites getting too much for nothing: the SS aie 
congressional frank is an abuse a Kat 2 45 and over 
Other reasons —- ealiaeeeieeaeteaia ieee a Se oe 3 P 4 Farm resid 
, eo 8 . ‘Towns 
No opinion____~~-- npieli-ewiss atineeeinplcnsit ‘ : iden 5 Up to: 
Nore.—Percentages add to more than 100 because of multiple answers. ee 
“0, 
100,000 
500,000 
East 
Midwest 
South 
West 


1 Less th 
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Question 14: “Would you say the postal service you are getting here is good, average 


ational public 


W hite-collar workers 
t rmers 
ce workers 
nual workers 
» 20 years 
to 44 years 
ij and over 
Farm residents 
wn 
Up to 2,500 
2. 400 to 24,900 
000 to 00,900 
100,000 to 409,000 
600,000 and over 





hast 

Midwest 

outh 

We t 

Keceive through mail 


Magazines only 
Magazines and newspapers 
Neither one 


1 Less than 4 percent, 


Question 16 


National public 


Men 
Women 


W hite-collar worker 
Farmer 
ervice worker 
fanual workers 
21 to 20 years 
0) to 44 years 
iS and over 
Farm resident 
lowns 
Up to 2,500 
2,500 to 24,000 
25,000 to 99,999 
100,000 to 409,000 
500,000 and over 
Kast 
Midwest 
yuth 
West 


1 Less than 4 percent. 


“Do you or 


doe 


any 


pape rs 


or poor?’ 


Respon Good Average Poor 
ent 
Perce Percent | Percent 
OO t i 
1, 028 Os i} SS 
1,000 “4 M) iT) 
ws os , ‘ 
204 63 | ‘1 t 
AN ‘4 1v ( 
685 6 } i) 
443 4 Mi v 
6 63 ON S 
NAN 6S Df ” 
110 oo 27 i] 
536 au 23 7 
71 “4 MS 0 
24s fv ) ~ 
7h On 4 
{27 “mw MN) Ww 
ni 5S wu l 
fh Of Ma 
oxy “vu My ) 
70 65 21 12 
KS) t y 
Ril ( 2h 7 
12 ) nm) Ww 


member of your amme liale family rece 
@yy 


through the mail! 


Respond 


ents Ye a 
Percent Percent 
2, 007 43 6 
1, 028 15 a] 
1, 030 2 f 
705 4‘) 
204 “a 
15K 12 ‘ 
OAD +/ ‘ 
445 (2 
736 4) fM 
KAN 1 ho 
310 “4 i) 
5346 Mw) Wy) 
371 A] oO 
248 20 Hu 
27h Ai) “ow 
$27 2s 10 
K33 12 “s 
575 Mh 4) 
ORY 4h \ 
270 4 i 


No opin 


Don’t know 


Percent 
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Question 16: “Do you or does any member of your immediate family receive magazines 
through the mail?” 
R spond Yes No Dor t 
ents Know 
Perce Pe ; } ent 
Nat i M ‘1 18 
Mer 1, 028 82 V7 l 
W en 1,039 80 1) (1) 
W r ar worke hy ) 10 
Far 4 R7 13 
e work AS 62 is 
Manual work 685 7S 21 j 
21t dy rs 443 RO | lv | 
30 to 44 sf 81 18 
45 and er RAS RI 19 | ) 
Fa re nt 310 85 | 14 | 
row | 
{ t , 86 13 | 
) to 24,9990 1 RS 15 | t) 
25,000 29,9909 248 8 | 20 
10 ) iv YQ 27 8 | 
100,000 and ' 327 68 31 1 
East 33 0 1) 1) 
Midw 8 12 | 1 
Sout! 689 4a 22 | l 
West 270 79 | 19 | 9 
! 
1] than nt 


rHE SURVEY PLAN 


This report is basea on a total of 2,067 personal interviews made between 
December 12 and December 23, 1953, with a representative nationwide cross sec 
tion of the general public. 

Interviews were made in 200 cities and towns as well as in rural areas. 

If the opinions of a relatively small number of people are to reflect the views 
of the national public, the sample should be a miniature of the larger public, in 
cluding people of different ages, in different geographical regions aud sizes of 
communities, ete., in the same proportions as they occur in the public as a whole. 

To insure that the sample would be representative, interviews were apportioned 
to the various sections of the country and to various-sized cities and towns on 
the basis of the latest available estimates of population distribution 

The selection of respondents was further governed by quotas for sex, age, occu 
pation and race. 

The table on the next page shows that the composition of the survey sample 
corresponds closely to that of the national population. 


7 
lotal 
Fast 
Midwest 
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Rural farm 
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Up to 2, 
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100,000 1 
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Men 
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21 to 20 yea 
1) to 44 yea 
45 and over 
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magazi i 
| urvey National 
‘} “) 
) 
iota n) ‘ 
Fa ' f 
xf 
l 
) 
1 
far | 
| »to in) " 
5 0 to 24.900 i 
i) to OO.000 j 
’ 10.00 190,000 ! 
00.000 and over I Is 
) 
Men ‘ ‘0 
Women ) l 
1 to 20 vear ] 
| 14 year ‘ 
45 and over { 44 
Farmer 1 1 
W hite-collar worker il 38 
Manual and service workers 4s 1 
Whit oo w 
Colored 1 10 
1 Based on latest available census data 
e betwee 
CTOBS Sex OPINION BURVEY 
I'm making a public-opinion survey and I'd like to ask you a few questions, 
is . ‘ . ¢ . 
t 1. Is it your impression that the United States Post Office Department now 
he x : > , . worvice 
Pe dota rets enough money from postage to pay for the cost of providing postal service, 
public, in or not? : 
rr f 
. , = ) Does 
3a whol - « ) Does not 
tionea ¢ , 
— 3. ( ) Don’t know 
towns on > 


2. Do you think the Post Office Department ought to take in enough money 

from postage to pay all its costs, or is it all right if it doesn’t take in enough 

to pay all its costs? 

4. ( ) Ought to take in enough 

5. | ) All right if it doesn’t 
3 
: 3 


ige, oceu 


j sample 


6 Other answer 
7 No opinion 

Interviewer, please read following statement to respondent: 

As you know, there are four classes of mail, The post office keeps a record 
of the cost of handling each class, Here's a card describing the four classes. 

Hand respondent card A, and give plenty of time to read the card, 

3. Is it your impression that the postage paid on each of these classes of mail 
covers the cost of handling that mail, or are there some of these classes where 
the postage does not cover the cost? 

Ss. ( ) Covers cost on each class 
m¢€ ) Some do not cover cost 
10. ( ) No opinion 
(If “some do not cover cost” on 3 ask:) 
4. Which class or classes of mail do you have in mind? 


. % ) Ist class, letters 

y a | ) 2d class, magazines and newspapers 
3. ( ) 8d class, circulars and advertising 
4. ( ) 4th class, parcel post 

5. 4 ) Don’t know which 
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5. In your opinion, are there any of these classes of mail where the postage 
rate ought to be less than the cost of handling that mail? 
6. ( ) No, none 
7. ) Yes, some 
8. { ) No opinion 
(If “Yes” on 5, ask:) 
6. Which class or classes? 


_ 


) Ist class, letters 
) 2d class, magazines and newspapers 
) 3d class, circulars and advertising 
) 4th class, parcel post 
) All of them 
) No opinion 
(If any class or classes mentioned on 6, ask :) 
7. Why do you think class mail should have rates that are lower 
than the cost of handling that mail? 
Interviewer, please read following statement to respondent : 

At present rates, the cost of running the postal service this year will b 
more than the amount taken in. Actually, there will be a loss of about $400 
million which will have to come from taxes. 

Then continue: 

8. As it is now, the postage on parcel post, which is fourth-class mail, is 
required by law to cover the cost of handling it. Do you approve or disapprove 
of this? 


ae ) Approve 

» % ) Disapprove 

3. { ) Other answer 
4. ( ) No opinion 


%. As you probably know, the postage rate for first-class out-of-town mail has 


not been increased since 1932. Because of higher wages and other costs since 
that time, the Post Office Department has proposed an increase in this rate from 
5 to 4 cents on letters going out of town. Would you approve or disapprove of 
this increase? 
Comment: 
5. ( ) Approve 
6. ( ) Disapprove 
7. ( ) Other answer 
8. ( ) No opinion 
10. Postage on second-class mail now covers less than one-fourth of the cost of 
handling it. Some people say this is all right because newspapers and magazines 
are educational material and should get lower rates. The Post Office Department 
is proposing to increase postage rates on second-class mail in order to get back 
more of its cost. Would you approve or disapprove of this increase? 
Comment: 
9. ( ) Approve 
0. ( ) Disapprove 
x. ( ) Other answer 
a ) No opinion 
11. Postage on third-class mail, which is circulars and advertising matter, now 
covers about three-fifths of the cost of handling it. The Post Office Department 
is proposing to increase these rates also. Would you approve or disapprove 
increasing the rates on third-class mail? 


1. ( ) Approve 

2. ( ) Disapprove 

3. ( ) Other answer- opp apical hiesieiiiie eninasieadiinmargtia ~ 
4. ( ) No opinion 


12. As we said before, the Post Office Department will lose about $400 million 
this year. Do you think this ioss should be made up through taxes or do you 
think the Post Office Department should take in enough money to cover its costs? 

Comment: 


5. ( ) Through taxes 

6. ( ) Take in enough to cover costs 
( A nr EEO. cseticirugnelieeeiabtaipasidilaacinaaiiaun dip sthiiaindidian wnenaatenbints 
( ) No opinion 
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® the posta 14. Would you say the postal service you are getting here is good, average, 
or poor? 
vw ( )} Good 
0. ( ) Average. 
a ) Poor 
Y. ( ) No opinion. 
15. Do you or does any member of your immediate family receive newspapers 
through the mail? 
% 4 ) Yes. 
» % ) No 
oO. ) Don't know 
16. Do you or does any member of your immediate family receive magazines 
through the mail? 
. © ) Yes, 
at are lowe 1 5. 4 ) No 
6. ( } Don't know 
17. Would you mind telling me exactly what kind of work you (usually) do? 
year will bh. Specific occupation 
f about $400 (If respondent is a housewife, widow, or student, ask) 
(b) What kind work does the chief wage earner in your household do? 


ISS mail, j 18. What kind of business is that; what do they make or do? 
disapprovi Interviewer please check: 
Type of company: 
( ) Manufacturing, 
( ) Retail or wholesale 
( ) Transportation, utilities 
( ) Personal or business service 
( ) Construction, 
( ) Other 
3 rate from Respondent (or chief wage earner if respondent is a housewife, widow, ete.) 
approve of ( ) Is an employee 
( ) Is an owner who hires workers 
( ) Works for himself, hires nobody 
19, Sex: 1. ( ) Man 2, ( ) Woman 
20. Race: 1, ( ) White 2. ( ) Colored 


n mail has 


costs since 


21. Age: 1. ( ) 21 to 29 years 2, ( ) 30 to 44 years 38. ( ) 45 and over 
22. Respondent lives: 

the cost of B76 ) On farm 

magazine 2. ( ) Open country or village under 2,500 

epartment 3. ( ) City or town over 2,500 

» get back 23. Respondent's town county State 
24. Interviewer Code No 


Ya 


25. Date 
COMPUTING FRAN KED MAIL COST 


itter, now Senator Krrcorr. May I ask a question at this point in line with 
partment Senator Smith’s question? ILlow do you compute the cost of frank 
isapprove mail ? 

Mr. SumMerrre.p. Same system as we use in determining all other 
costs. You mean the mechanics ? 

Senator Kincorsr. Is that as it runs through the Department? Ilere 
on the Hill it is a common occurrence for people to use ordinary 
franked envelopes and put stamps on mail which is not ordinarily 
franked. I am wondering if the number of franked envelopes or 
things of that kind or if the frank stamping goes through even though 
it has a postage stamp on it and is charged as part of the cost of 
franking. 

Do you have any way of distinguishing in a matter of this kind? 

Mr. SumMmerrie.tp. An expert will answer that. 


0 million 
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Mr. Bruce. We keep an exact record in Washington because that 
is where the largest volume originates. We use cost ascertainment 
for the remainder of the cost and that is based on samples from over 
500 post offices, 4 weeks out of the year and those weeks are staggered 
in order to get a representative week of each of the four mailing 
seasons. We take those records and compile them and determine the 
volume of all classes of mail including penalty and frank. 

Senator Kincorr. Does that have any record of how much so-called 
penalty envelope shave stamps ont hem ¢ 

Mr. Sum™Merrretp. Yes, sir. 

Senator Kitcorr. Because | happen to know that a great number 
have stamps. Last year I suggested to the Secretary of the Senate 
that he issue to Senators envelopes without the frank stamp on them 
to be used when they wanted to use regular postage stamps, so there 
might be no mistake. 

1 am wondering because I think that might relieve you of a burden. 
If it is not carefully carried out it might put a burden on us of more 
frank mail than actually goes out because there is a tremendous lot of 
stamped mail going out of the offices of every Member of Congress to 
my knowledge. But I would say in my opinion 95 percent of its goes 
in franked envelopes but they put a stamp over the facsimile signature 

Mr. Bruce. In those instances we count that as regularly paid first 
class mail. 

Mr. Summerrrevp. You get it from the post office in which it is 
deposited. 

Mr. Bruce. Yes, sir. 


Senator Dirksen. You are on page 13. T suggest we proceed. 
IMPROVEMENT OF POSTAL SERVICE 


Mr. SumMerrietp. 13. We promised to obey the mandate of Presi 
dent Eisenhower not only to reduce the deficit but also to improve the 
service. 

We have made a substantial down payment on that promise. We 
are not satisfied. We shall never be satisfied. While we have our eye 
on real savings, we shall never lose sight of our obligation to render 
the finest public service, for that is, after all, our purpose in being. 

I have discussed some of the major improvements in service earlier 
in this statement. Here are some more of the things we have done. 

We have instituted later collection service in 272 cities, thus pre- 
venting unnecessary delay occasioned by allowing mail to remain in 
collection boxes overnight. As a result, millions of letters now ar 
rive at their destination 24 hours earlier than they would have arrived 
under the previous schedules. 

We have extended window-service hours over the country so as to 
accommodate customers who had difficulty getting to the post office 
before closing time. We have improved curbside mail boxes so our 
patrons can mail letters more easily without getting out of their cars. 

We have increased the practice of allowing airlines to transfer mail 
on the ramp at airports, rather than forcing them to transport it to 
post office for such transfers. 

We have been getting impressive results in our campaign to per- 
suade major users to segregate their local from nonlocal mail before 
sending it to the post office. This greatly facilitates handling. 
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We still have a long way to go in the matter of service. Service can 
never be perfect but we are determined to make it as close to perfect 
as we possibly can, 

This administration has been in office now approximately 1 year. 
We are undertaking here to take stock of our accomplishments and 
the tasks which lie ahead. Although we are gratified with our for- 
ward strides, we are the first to recognize that the past 11 months have 
really constituted the beginning of a retooling period. 

Our management improvement effort has involved the dual activity 
of reorganizing and of operating the postal establishment. You cer 
tainly will appreciate, from your own business experience, that we 
simply cannot take an organization with half a million employees—an 
organization that has been going along in a traditional way for many 
vears—and then change its whole set of perspectives and modes of 
operation overnight, 

Almost. any improvement project that we undertake has a potential 
for savings. You may ask, and very properly, why we cannot wipe 
out our budget deficit if there are so many savings opportunities, 

This isa fair question and I would like, in reply, to give some typical 
illustrations of the difliculty of translating plans into accomplishment. 


PERFORMANCE STANDARDS SYSTEM 


I have heard various optimistic estimates of the enormous amount 
of money we could save through installation of work-performance 
tandards. We do believe it practicable to install a performance 
tandards system 1n possibly 60 large post offices which have sufficient 
clerical personnel to warrant use of the system. 

But, as of now, our 60 largest offices employ approximately 112,000 
clerical service employees. About two-thirds of them are engaged 
in the handling of mails; the remainder perform financial and 
other functions. Somewhat more than half of those two-thirds—or 
about 40,000 employees—perform work for which standards have 
been set. Our manpower savings will have to be a percentage of those 
10,000, more or less. 

The savings from this project will be worthwhile. What they will 
amount to in dollars I would not want to predict at this time except 
that they will be in millions, but not in hundreds of millions. 

And we are a long way from fulfillment of this goal. It will take 
several years for the program to be installed satisfactorily through 
out the length and breadth of the postal establishment. 

The successful installation of a standards program depends on 
more than the issuance of management orders. Work methods have 
to be reengineered. Supervisors and employees must be trained, 
Kmployees and their representative organizations must be sold on 
the worthwhile nature of the program in order to avoid or overcome 
resistance. 

We have been talking here about those manual operations which con 
stitute the biggest savings bite under this program. We have been 
talking about the mass, repetitive operations in mail operations In 
large post offices. Eventually we hope that postmasters, with train- 
ing assistance provided by regional oflices, for them and their super 








we 
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visors, Will be able to extend the standards program to less prevalent 
jobs and tasks that we do not now find it practicable to cover, 

Of course, it will take money for us to accomplish these savings 
We have estimated that our installation and maintenance costs for th: 
performance standards program for fiscal year 1954, alone, will be a 
half million dollars. 


Eventually, we hope to effect real economies, but for now we are 


spending money in order to save money in the future. As evidence 
of this, our estimates for clerical help for 1955 show a reduction of 
over $7 million despite an increase in mail volume. 

Our mechanization program affords another opportunity for im 
proved productivity. But here, also, we need some sober an: alysis. 

Senator Maanuson. It is nice to see that reduction but are you giv- 
ing the same kind of service ? 

Mr. Scummerrietp. I think we have done better. 

Senator Magnuson, I presume you are, but I think that ought to be 
in the record. You could cut that $70 million if you wanted to but 
you would still be cutting service. You feel you are giving the public 
the same service? 

Mr. SummMerrretp. We have substantially improved the service in 
the 11 months. 

Senator Maenuson. I think that is true but I think it should go in 
the record. 

Mr. Summerrrevp. Thank you, Senator. 


TYPES OF MECHANIZATION 


Mr. SumMMerrietp. The two principal kinds of mechanization in 
mail-handling work are in the development of conveyor systems for 
carrying and loading mail in bulk, and in the development of machines 
which would partially replace manual working of mail in facing, 
screening, canceling, sorting, and related operations. 

The installation of conveyor equipment does not, in itself, require 
original engineering of working models, because this type of equip 
ment has already reached an advanced stage of development in indus- 
try. To install such equipment, however, we have to hi ave a physical 
plant capable of using it and, as I have alre: ady mentioned, we just do 
not have adequately engineered post-office quarters to make the use of 
this equipment as w idespread as it should be. 

The main problems in taking advantage of conveyor installation 
are the critical lack of adequs ite space, the length of time it will take 
to develop engineering _ ifications in terms of our special require- 
ments, and the ability of manufacturers to fit our requirements into 
their production timetables. 

The development of machinery to reduce manual labor in the sort- 
ing and distributing operations is still another matter. Here we have 
no working models. We have only some experimental activity in the 
deve lopment of machines, 

One research organization has under development for us a device 
for the mechanical screening and facing of mail in preparation for 

vanceling. Present estimate is for this experimental model to be 
completed in another 5 months. Thereafter, about 4 months of trial 
operation will be required. By about September 1, 1954, engineer- 


1, 


ing of th 
plac ‘ed W 
We als 
facturers 
devices ¢ 
we know 
reading | 
reading, 
Other 
veloped 
and Dut 
have est 
their eX 
our owl 
facilitie 
From 
least ay 
tion of 
5) vears 
‘Been 
has bee 
these m 
in anti 
The | 
also ha 
affected 
1),000. 
L ha 
that we 
plant 
howevt 
wholes 


L we 
years 
compa 
reclas' 


TABLE 


Revenue 
Obligatt 


DD 


i By o 


955 


SS prevales 
‘Over, 

PSE SAVINGS 
osts for t] 
e, will be 


LOW We ar 
Ls evidenc: 


duction of 


ty for im 
analysis, 
re you giv- 


ught to be 
ted to but 
the public 


service in 


ould go in 


zation in 
stems for 
machines 
n facing, 


, require 
of equip 
In indus 
physical 
e just do 
he use of 


tallation 
will take 
require- 
‘nts into 


the sort- 
we have 
y in the 


i device 
tion for 
| to be 
of trial] 


iwineer 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 73 


ng of the production model can begin and orders can probably be 
placed with manufacturers by the end of 1954, 

We also have invited and received presentations from private manu 
facturers for the development of mechanical sorting equipment. Such 
levices cannot completely replace the human element; nothing that 
we know of at this time can take the place of a human eve actually 
reading an address. The physical handling of mail before and after 
reading, however, can be mechanized. 

Other countries, notably Belgium, Holland, and Canada, have de 
veloped electronic sorting devices. We have examined the Belgian 
ind Dutch systems but have not found them suited to our needs. We 

ive established liaison with Canadian authorities to see if any of 
their experience might be used by us We have been working with 
our own National Bureau of Standards and we will utilize their 
facilities and personnel fully. 

From the time we make a development contract, if will take at 
least a year fora trial model to be produced. Production and installa 
tion of such machines, to the extent practicable, would require about 
5 years from the letting of the first development contract, 

Because of this time factor in the mechanization program, no request 
has been made in the 1955 budget for funds for actual production of 
these machines. Nor have we made any reductions in budget requests 
in anticipation of the benefits of such mechanization, 

The savings from mechanization of mail-working activities would 
also have to come from about the same number of employees as those 
affected by the performance standards program—approximatel) 
10.000. 

I have given you these examples because I think that they point out 
that we have real opportunities for economy through modernizing our 
plant equipment and our working methods. It would be a mistake, 
however, for anyone to think that we are going to be able to make 
wholesale replacements of workers with robots, 


REVENUES AND OBLIGATIONS 


L would like now to review our revenues and expenditures for fiscal 
years 1953 and 1954 and our proposals for 1955. In order to facilitate 
comparison of amounts, the 1954 figures for appropriations have been 
reclassified throughout to the new five appropriation basis, 


Tapre 1.—Comparison of reventes and obligations fiscal years 1958-55 (milliona 
of dollars) 
1053 1054 | 1066 


| 
| 
Offictal Proposed| Official Present 


Act : ate 
etual budget budget budget estimate Katimate 
Revenue $2, 002 $2, 162 $2, 234 $2, 248 $2, 342 $2, 431 
Obligation 2, 755 2, 704 2, Ws4 2, 842 2, 700 2, 700 

Deficit 663 (42 746 504 437 320 


' By our predecessors 
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1953: 5 months of 1953 were under the management of the present 
administration. The revenues for the full year amounted to $2,- 
092,000,000, an increase of about 8 percent over 1952. 

The cost of operating the service in 1953 was $2,755,000,000, leaving 
a deficit of $663 million. 

You will recall that the 1953 budget contemplated revenues of about 
$2,152,000,000, obligations of $2,794,000,000, and a deficit of about 
$642 million. 

The revenues were short of the estimate by about $60 million and 
this is the major cause of the deficit being larger than anticipated. 

1954: This will be our first full year of operation. Because of the 
financial significance of many of the events that have h: appened and 
will happen this year, I want to review three sets of figures that are 
shown in table 1 

Senator Magnuson. How much are you going to be off this year? 
What is the use of talking about the back budgets. What we want to 
know is what you want and what you think you will be off. 

Senator Jounsron, The main thing is how much will it cost to run 
the Department ? 

Senator Magnuson. No use talking about some old estimated 
budgets. 


ESTIMATED DEFICIT 


Mr. Srans. In 1954 we expect the deficit. to be approximately $437 
million. 

Senator Magnuson. Which is a better showing than it was off last 
year. 

Mr. Summerrievp. Yes. 

Senator Jounston. What made that off ? 

Senator Magnuson. That is on your estimated revenues. 

Mr. Srans. Right. 

Senator Magnuson. If your estimated revenues should fall off then 
at the end of this year you would have a greater deficit; isn’t that 
correct ? 

Mr. SumMerFIELbD. Right. 

Senator Magnuson. Your estimated revenues are the best that you 
can estimate as far as from past experience ¢ 

Mr. Summerrie.tp. Adjusted as of now. 

Senator Magnuson. That is all there is to it. 

Senator Jounston. What caused the increased revenue? 

Senator Magnuson. Increase in mails. 

Senator Jounston. There were other things. Subsidies and other 
things have come off. 

Mr. Srans. The release from the subsidies did not affect revenues. 

Senator Jounsron. But it did affect the amount of cost of running 
the post office. 

Mr. Summerrietp. Yes. The increased revenues came from parcel- 
post rates. 

Senator Jounsron. That reduced the amount of your deficit? 

Mr. Summerrie_p. Right; and other rates were also increased to the 
extent of about $40 million a year. 

Senator Magnuson. That is on page 23 here. 
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Senator Dirksen. If you will let me help with one paragraph in 
the record, what you propose to say in this table is that the budget 
as prepared originally under the predecessor administration would 
have shown a deficit of $746 million. Those were then reviewed by 
the Budget Bureau, by the President, and by others, and an estimated 
deficit of $594 million was indicated. 

As you know, since we are still in the current fiscal year, you fore- 
see now a deficit of only $437 million which is attributed to operating 
economies and to the work you have done. 

Mr. Srans. That is correct. 

Senator Magnuson. If the receipts hold up. 

Senator Dirksen. Yes. 

Senator Magnuson. That is a big “if.” 

Mr. Srans. Yes, sir; except for two facts that should be added to 
enlarge your statement. One is that the estimates of revenue of the 
predecessor administration have turned out to be about $100 million 
excessive, 

Senator Magnuson. They fell off a little this year. 

Mr. Srans. These were actually accidental miscaleulations. It was 
not really a fall in volume, 

Senator Magnuson. The rise was not as great as they thought. 

Mr. SuMMERFIELD. We estimated a few weeks ago it would be about 
$80 million, and our check today shows it will be about a hundred 
million dollars less than anticipated. We would like to have that in 
the record. 

Mr. Srans. The second fact is that the official budget was volun 
tarily reduced $72 million by the new administration in addition to 
the reduction of $78 million undertaken by the Bureau of the Budget 
itself. 

Senator Maenuson. If the receipts hold up according to your pro- 
jection, you are going to show some progress in this deficit. 

Mr. Stans. That is right. 

Senator Magnuson. ‘That is the whole story. 

Senator Dirksen. It would be possible, of course, if receipts were 
firm and there were additional economies, that your estimated deficit 
might come under $329 million, and, as a matter of fact, might come 
in the $300 million range, but it remains for experience to demonstrate 
what it will be. 

Senator Magnuson. Let me ask one more question. Have you any 
construction program projected for next year ¢ " : 


LEASING PROGRAM 


Mr. Stans. Construction as such, no, sir. ‘There is a leasing pro- 
gram whereby we will lease additional quarters. 

Senator Magnuson. How is the recommendation for, say, new post 
offices or replacements handled—through the Department or through 
General Services ¢ 

Mr. Kies. It is placed upon a space needed and facilities needed 
basis, and it is handled through a strictly leasing program, not 
through General Services. The General Services Administration 
handles public buildings projects but we handle our own leasing. 

Senator Magnuson. If you were to recommend building a new post 
office would that go through GSA ¢ 
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Mr. Kies. It must be done through a lease, not the erection of a 
new building with Government funds. 

Senator Magnuson. You mean you have no program for building 
of new post offices ? 

Mr. Kies. We have no authority to build new post offices without 
a specific appropriation for such. We must rely entirely upon a leas 
ing program which we pay for out of rent money. 

Senator Magnuson. Have you recommended any new post offices 
where the Government builds the post office and it is a Government 
building ? 

Mr. Kies. No, we have none. 

Senator Magnuson. And you have none in mind? 

Mr. Kies. There is an eligibility list, of course; it is on the records 
of Congress, for such cities and towns that have needed facilities in 
the past, 

Senator Magnuson. If we O. K. it a separate appropriation would 
be required for a particular building? 

Mr. Kren. Yes. 

Senator Macnuson. Members of Congress get so many requests for 
new buildings and it does not actually come directly through post 
office appropriations. 

Mr. Kies. You are correct. 

Senator Magnuson. But you do make recommendations, do you 
not ¢ 

Mr. Kies. We are continually surveying our needs and bringing 
that eligibility list to date, keeping it current. 

Senator Dirksen. Perhaps we should get clear on that at this point 
in the record. In order to carry on a program for adequate facilities 
over the country you do in fact need that additional legislation which 
has been pending in Congress since 1951 and commonly referred to as 
the lease-purchase bill which has been pending both in the Public 
Works Committee of the Senate and also in the Government Opera- 
tions Committee. There have been some jurisdictional difficulties and 
there is some reason to believe now that before too long the Committee 
on Public Works will make a report and then it will be possible for 
you to proceed with a leasing purchasing program under which you 
pay like rent and at the end of X number of years the building belongs 
to the Government and it requires no capital outlay out of general 
funds? 

Mr. Kies. That is correct, that bill passed the House and if the 
Senate sees fit to pass it and it becomes law you will give us two 
very much needed tools in the real-estate field. 

Senator Magnuson. If you need a new main post office in Chicago 
would you have somebody build it and lease it ? 

Mr. Kies. This is the only authority we possess at the present time. 

Senator Macnuson. You do not think the Government should build 
the building. 

Mr. Kies. That is a matter that Congress has to determine. 

Senator Magnuson. I am asking you. 

Mr. Kren. I personally feel that the taxpayers of the country fare 
better under a leasing program at lower net cost to the Government 
than a big major building program. 

Senator Magnuson. Who is building it then? 
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Mr. Kies. A private contractor. 

Senator Magnuson. You have to pay him something. 

Senator Dirksen. Pay him rent. 

Senator Magnuson. He is not building that for nothing. You have 
(o pay a profit some piace, 

Mr. Kies. That building is built at much lesser cost, sir, than the 
Government buildings. 

Senator Magnuson. You mean a main post office in Chicago could 
he built by a private operator cheaper than if the Government called 
for bids and built it themselves ¢ 

Mr. Kies. If it were built exclusively for post-office use I believe it 
vould be less costly under a leasing program. 

Senator Magnuson. Is that a new policy ¢ 

Mr. Kren. It is just the proof of the facts that we have seen in 

eration over the short period that we have been there. 

We have found buildings with one story which meets our needs and 
we lease. 

Senator Magnuson. I am not talking about leasing a building that 
s built. Iam saying a new post office. 

Mr. Kies. I am talking Jaci the erection of a building built to 
our needs. Our problem is essentially a materials handling problem. 
We need one story materials handling space. 

Senator Magnuson. What about a post office where it is going to be 
used for other Federal purposes ¢ 

Mr. Kies. A multiuse project, it is not our concern, sir. We are 
concerned with the Post Office Department and space the Post Office 
Department needs. 

Senator Magnuson. You are thinking only in terms of where the 
whole facility is used only for post-oflice purposes. 

Mr. Kies. Yes. 

Senator Maenuson. You do subscribe to the theory that the Gov- 
ernment should not build these any more ¢ 

Mr. Kies. Yes, I do. 

Senator Magnuson. Does the Department ¢ 

Mr. Kies. I do not think the Department has reached a policy in 


that regard. 
COMBINATION OF LEASE AND LEASE PURCHASE 


We try to face reality. The Government has not built 
any post offices with its own funds since 1938. Recognizing that and 
assuming it was the will of the Congress to proceed on that basis we 
have introduced into the Congress or have had introduced in Congress 
a bill providing for combination lease and lease purchase which would 
in instances where we desired it after having leased a property for a 
given period of years permit use to eventually acquire title to it in 
fee, the end of which is 

Senator Ma@nuson. Who builds the building, gets the rent and 
makes the profit? He is not going to build it for fun. How do you 
determine that? Suppose you need a new post office in Seattle just 
for postal purposes. There are a lot of contractors around there and 
the fellow who builds it will get rent and he gets out his pencil and 
figures how he can come out with a reasonable profit which he should. 

Who determines the Mr. X who builds it 
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Mr. Kies. It is done on public bidding. 

Senator Magnuson. Doesn’t the Government build the same thing, 
building post offices ? 

Mr. Kren. Yes, but the buildings we are using currently to meet our 
modern methods of handling mail are largely one-story buildings of 
general diverse use not especially special-purpose buildings of multi 
stories and very heavy construction. We are attempting to confine it 
to buildings which can be built for from $7 to $10 a foot. 

Senator Magnuson. In many cases you had smaller post offices 
where it was desirable and economical to lease a portion for a post 
office ? 


COST OF BUILDINGS 


Mr. Kies. The buildings being built for us under the lease program 
are costing between $7 and $10 per square foot to build. 

Senator Magnuson. Whoever gets that is guaranteed a profit as long 
as the Government is in there? 

Mr. Kies. He gets a return on his money but the large monumental 
type Government buildings which the Government built under the 
public works program would cost today between $25 and $50 a square 
foot to build. It is a lower capital cost. 

Senator Magnuson. I think that if you call for bids and everybody 
bids on a Government building it would not cost more than private 
contracting. 

Mr. Kien. The cost is higher because the specifications are quite 
different. 

Senator Magnuson. I think Government architects have put a lot 
of things on buildings that should not be there. 

Mr. Kies. To a large degree the space is not well utilized. 

Senator Magnuson. The post office could do that. 

Mr. Kres. We are working on a program of standardization of 
buildings. 

Senator Magnuson. Which will serve the new technological ways of 
handling mail. 

Mr. Kirs. And make ample provision for physical expansion not 
only in land acquired for the site but for the building itself designed 
for expansion. 

Senator Magnuson. Why don’t you build it yourself? Do you want 
me to get in the act now and cuarantee me a profit for years? 

Mr. Summerrieip. We have no objection to the Government build- 
ing them but the indications are the Government does not care to. 
Since 1938 you have not built any. 

Senator Magnuson. There have been lots of reasons for that. That 
is not because—we need a lot of post offices but we have gone out of the 
public building program for the war reasons, the scarcity of materials, 
and we have only gone ahead where a fire or something had destroyed 
a post office. 

Mr. Summerrrieip. There is nothing in our proposed legislation of 
lease-purchase, so-called, that would exclude or preclude any possibil 
ity of the Government building its own buildings. 

Senator Magnuson. If it seems desirable ? 

Mr. Summerrterp. That is right. There is no objection. 

Senator Dirxsen. Actually, however, the Government does not 
build those. Our friends, Burt Reynolds, and his staff, get it on the 
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drafting board and John MeShane or somebody bids on it and unless 
Hl signs fail and he is different from the days I was contracting espe 
ally, I expect to see a little profit for myself. Now I could turn it 

over and say you pay me and there is my profit in a lump. 

Senator Macnuson. Why don’t you pay him his profit as a builder 
nd get out? 

Senator Dirksen. John McShane can build the same building for 
the same amount. IL think, if 1 were a contractor and my income tax 
vas high, I think I would rather do it that way because the income 
would run over 20 years instead of a single year. There is virtue in 
that. Let me ask you, Mr. Kieb, you are in charge of facilities, aren’t 
you ¢ 
’ Mr. Kier. Yes. 

Senator Dirksen. All facilities ? 

Mr. Kies. Yes. 

Senator Dmxksen. And so you would have some familiarity with 
the situation, also with cost for leased buildings and buildings that 
are built for Government account by bid and otherwise. What you 
say is based upon your experience and your observations over most 
of the country ¢ 

Mr. Kies. That is correct, sir. 

Senator Dirksen. I think without objection we can let the rest 
of the statements go into the record down to the appropriation lan 
guage on page 25. I think that we may read that into the record so 
that we can follow it and see what the modifications in language 
might be. 

Senator Magnuson. I think the whole thing should go into the 


record. 
Senator Diksen. We might as well read in these to follow them 
we go. 


Mr. Hook. We have a complete statement that elaborates on appro 
priation language. ‘That is in addition to this. 

Senator Dirksen. You may submit it. 

(The statement referred to follows:) 


STATEMENT OF CHARLES R. Hook, Jr., Depury PoSTMASTER GENERAI 


Mr. Chairman and members of the committee, I would like to give you a 
résumé of our appropriational submission supplementary to the statement of 
the Postmaster General, which in effect will be a summary of our detailed 
ustifications 

This statement will cover briefly: Our request for proposed changes in lan 
cuage; our Changes in activity and appropriational structure; and our requests 
for each of the five appropriations. 


PROPOSED CHANGE IN LANGUAGE, 1955 


The proposed changes in language cover the following areas: 

1. The appropriation “Administration” includes a provision that not to excced 
$25,000 for miscellaneous and emergency expenses may be authorized or ap 
proved by the Postmaster General and accounted for solely on his certificate. 
Che purpose of this change is to grant authority for the expenditure of modest 
sums for the necessary entertainment of visiting officials of foreign governments, 
expenses that are now paid from personal funds of the Postmaster General and 
other officials of the Department. Further, we often obtain the services of 
experts or consultants from private business who contribute their time in 
assisting the Department in the field of management and other areas. We should 
be in a position to pay their hotel and living costs while in Washington, which 
we cannot now do. 


1-777 \4 “ 
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2. The appropriation “Operations” again carries the provision that not to 


exceed 5 percent of any appropriation may be transferred to any other appro 
priation with the limitation that any one appropriation may not be increased 
more than 10 percent as the result of such transfers, each of which must be 
approved by the Director of the Bureau of the Budget. The continuation of 
authority for the transfer of functions between appropriations is also requested 
These provisions are important for the purpose of flexibility as very often ex- 
penditures in one appropriation may effect savings in another. 

3. Section 205 of the proposed new language authorizes the Postmaster Gen 
eral to spend not to exceed $100,000 for expenses necessary to enable the Depart- 
iment to participate in Federal and non-Federal training programs and for the 
necessary expenses of training officers and employees in such subjects or courses 
of instruction as will contribute to improvement in the perforinance of their 
official duties. This proposal authorizes the Department to expend modest 
sums for the training of officials in institutions generally of the collegiate level 
offering short, intensive courses in subjects applicable to postal operations, such 
as safety training, work simplification methods, executive training, ete. 

4. A new section has been proposed which will authorize the Department to 
pay for the expense of manufacturing stamped envelopes, the payment of in 
demnities for loss of or damage to registered, insured, and collect-on-delivery 
mail from revenues in lieu of appropriations. In a similar manner, a proposal 
is included to pay for money orders more than 1 year old from the proceeds from 
the sale of money orders rather than from appropriated funds. Each of these 
changes will provide for a more businesslike method of meeting such expendi- 
tures and at the same time permit the Department to improve its accounting in 
that respect. The deficit will not be affected one way or another as expenses of 
this type will reduce the revenue rather than increase the need for appropria 
tions 

5. An additional change has been proposed which is not in the printed justi 
fications to the effect that the Department may be authorized to transfer funds 
to the General Services Administration for the repair, alteration, preservation, 
renovation, improvement and equipment of federally owned property used for 
postal purposes whenever the Postmaster General shall determine that expen 
ditures of such funds will result in improved efficiency and economy in the postal 
service. In connection with the investigations and surveys of post offices it 
often develops that through the making of minor changes or alterations consid 
erable economies can be effected. As the General Services Administration seldom 
has funds available for this purpose because of their backlog of major changes 
and improvements, it would be advantageous to the Department to have authority 
to transfer funds to the General Services Administration for the performance of 
work of this nature when it is known that savings will be sufficient to pay the 
cost. You will note from the justifications that no additional funds have been 
requested for this purpose as we contemplate that no transfers will be made un- 
less savings in operations of the postal service will defray the full cost. 


CHANGES IN APPROPRIATIONAL STRUCTURE 


The submission for 1955 provides for 5 appropriations in lieu of 4 as presently 
authorized. The new appropriations are “Administration,” “Operations,” 
“Transportation,” “Finance,” and “Facilities.” 

It will be noted from the structure of the appropriations that “Administration” 
covers the administration of the postal service by the Postmaster General and 
his staff, including the inspection service. The remaining 4 are under the juris- 
diction of the 4 major operating bureaus and clearly define their sphere of 
responsibility. 

The reason for these changes are two-fold: 

1. In order to meet the objections raised by the Appropriations Committee in 
the House as reflected on page 20 of report No. 416, dated May 13, 1953. This 
criticism stated that the activity schedules used did not lend themselves to ease 
of presentation before the committee, particularly with respect to the testimony 
given by departmental officials because of the fact that one official may have many 
accounts scattered among several activities. On the five appropriation basis the 
activities are so scheduled that each official may submit his testimony at one ap- 
pearance conserving the time of the committee as well as that of the depart- 
mental officials. 

2. The second reason for the proposed change is that each of the major oper- 
ating bureaus has complete responsibility for one appropriation in lieu of having 
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tivities under his control scattered among several appropriations. This ob- 
viously makes for better control as well as for better administ ration, 


ADMINISTRATION 


This estimate provides for an increase of $2,480,000 over that authorized for 
1954, which estimate contemplates a continuation of the activities prov ided in the 
1954 appropriation with some modification. The principal modification is that 
equesting 150 additional post-office inspectors who are so urgently needed in the 
execution of the management-improvement program. ‘The estimate also provides 
or the continued implementation of the modernization program involving the 
Office of the Chief Industrial Engineer, the Controller's office, as well as other 
aspects of the research and development program. 


OPERATIONS 


This request for 1955 provides for all of the activities under the jurisdiction 
the Assistant Postmaster General in charge of the Bureau of Post Office 
Operations, The estimate provides for an increase of $2,741,300 but it also reflects 
he payment of indemnities for domestic mail losses from revenues rather than 
from appropriated funds. This will reduce the 1955 requirements by approxi- 
iately $4,695,000, which will make a net increase of $7,436,300 for that year 
over 1954, an increase of four-tenths of one percent as compared with an increase 
of over 3 percent in mail volume. 

By far the major portion of this appropriation is for personal services required 
for the payment of salaries of postmasters, supervisors, clerks, earriers, motor 
vehicle employees, custodial employees, and regional offices. The funds requested 
are for the continued operation of these units. 


TRANSPORTATION 


Under this appropriation there are now grouped all charges for the transporta- 
tion service, including that of the administration in Washington. The estimate 
for 1955 indicates a reduction of approximately $17 million ; however, as the 1954 
total includes approximately $20 million for subsidies paid to the airlines for 
the first quarter of that year, a nonrecurring cost, the actual increase is approxi- 
nately $8 million, which amounts to approximately four-tenths of one percent. 
rhis small increase reflects the Department’s continued efforts to keep costs at an 
absolute minimum through the use of effective and efficient methods, 


FINANCE 


This appropriation covers all activities under the Assistant Postmaster Gen- 
eral in charge of the Bureau of Finance. The primary expenditures are, of 
course, for stamps and accountable paper. As expenditures from this account 
ire dependent wholly upon the demands of the public there is very little room 
for change. The estimate indicates a reduction of $9,419,000 which is due en 
tirely to the elimination of stamped envelopes and unpaid money orders, proposed 
for payment out of postal revenues for 1955, resulting in no change in require- 
ments for other items, 

FACILITIES 


This appropriation covers all expenditures under the Bureau of Facilities, in- 
cluding the administrative costs in Washington. As no new Federal buildings 
have been erected for the postal service since 1988 and the equipment and 
quarters generally deteriorated to such an extent during and after the war, it is 
of extreme importance from the standpoint of economy and efficiency that an 
orderly attempt be made to provide adequate equipment as well as to improve 
facilities already in use. As indicated in the detail of the justifications, it is for 
these purposes that the additional $12,515,000 is requested for 1955. 


BUDGET ESTIMATE 
Mr. Summerriecp. Our predecessors in their original budget pro- 


posals estimated a deficit of $746 million. This was reduced $78 
million at the insistence of the Bureau of the Budget, when we 
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reviewed the figures early in 1953, at the request of the President, 


we undertook, voluntarily, to reduce this by another 72 million. 
This committee and the C ongress reduced it by another 2 million, 
which means simply that we have undertaken to run the Department 
for $152 million less this year than our predecessors thought it should 
take. 

That brought us to our official budget figures in the next column, 
an expected deficit of $594 million. 

In the third column, under 1954, you will see that we now expect 
revenues of about $2,332 i tlion for the y var and obligations of $2,769 
million. 

This leaves a deficit of less than $440 million to be paid from the 
general fund of the Treasury. The major portion of this withdrawal 
from the general fund will be during the first half of the year, as 
increased revenues will diminish this need for the second half of the 
year. 

In other words, we are now running at a lower level of loss, on a 
monthly basis. 

A deficit of almost $600 million was ¢ ontemplated in the 1954 budget. 
This is about $160 million more than now is estimated. This reduc- 
tion is brought about primarily by a $94 million increase in revenue 
over original estimates and a $63 million reduction in estimated 
obligations. 


REVENUE INCREASES 


Actually our revenue increases, through higher rates, are expected 
to amount to $17 : million for the portion of the year for which the ay 
will be in effect, but this has been partially offset by discovery of an 
overestimate of $80 million made by our predecessors in their budget 
calculations. 

The increased revenues are due primarily to increased parcel- post 
rates established, with the approval of the Interstate Commerce Com- 
mission, by the Department ; to increased foreign postal rates and 
miscellaneous domestic fees, established by the Department by ad- 
ministrative action; and to revenues from penalty and franked mail 
authorized by Public Law 286, 


REDUCTION IN OBLIGATIONS 


The reduction in obligations is due principally to airmail subsidy 
payments transferred to the Civil Aeronautics Board as a result of 
Reorganization Plan No. 10, sponsored by the Department. 

The 1955 estimate provides for a further substantial reduction in 
the sila deficit, bringing it down to $329 million, or about $108 mil- 
lion less than the deficit for 1954, and less than half of the defic it in 
L9D3. 

We anticipate net revenues of about $2,431 million, an increase of 
4.27 percent over 1954, and appropr iated obligations of $2.760 million, 
au decrease of 0.52 percent. This revenue estimate abe the full- 
year benefit of postal-rate increases which will be in effect for only a 
part of 1954 

While the budget submission indicates a reduction of almost $9 mil- 
lion in obligations for 1955, actually the estimate is higher on a com- 
parative basis by approximately $2 5,400,000. 
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This difference is reconciled by the fact that airline subsidies of 
about $20 million remained in our appropriations for 1954 to cover the 
period of 3 months before transfer to the Civil Aeronautics Board, and 
also by the fact that certain items, amounting to about $14 million, 
were handled as appropriations in 1954 and as charges against reve- 
nues in 1955. These latter items will be explained by my colleagues 
in connection with our language changes. 


REDUCTION IN MAN-HOURS 


If you will examine the estimates of man-hours required for 1955 
you will note a very important fact. Notwithstanding an increase of 
1.700 million pieces of mail (or a 3.14 percent increase in workload), 
we contemplate an actual reduction of two-tenths of 1 percent in the 
number of man-hours that will be required for 1955, a reduction of 
1,109 man-years. 

The significance of this will be appreciated more then when you real 
ize that, except in 1951 when a reduction was effected through a de- 
crease in trips of the city delivery service, this is the first time since 
1939 (the earliest year for which accurate figures are available) that 
the man-hours in the postal service will have decreased from 1 year 
to the next. This expresses simply and eloquently one of the ways in 
which the Post Office Department 1s attempting to render better postal 
service at less cost. 

A logical question is why we need an increase of $25 million in the 
face of a decrease in man-hour requirements. Approximately half of 
this increase is for facilities and the remainder for other items which 
we cannot wholly control, such as statutory increases in postmasters’ 
salaries on our higher revenues and similar matters. 

Since 1938 not a single new Federal building for post. offices has 
been started with Federal funds. The main post-oflice buildings in the 
27 largest cities in the Nation, which handle 45 percent of the total 
business, were constructed between 1908 and 1939. We are literally 
bursting at the seams in every one of them. The equipment is inade- 
quate and obsolete; the working conditions need improvement; we 
are at the point where we must make some expenditures for modern- 
ization if we are to gain efficiency. The additional funds asked for 
facilities are really actually our idea of the minimum essential re- 
quirements for 1955. 

The estimated obligations contained in this submission do not in- 
clude funds for any subsequent increases that may be necessary be- 
cause of adjustments in payments to railroads or any new legislation 
that may be enacted affecting salaries or other payments to em- 
ployees. The estimated revenues do not include provision for any in 
creases that may subsequently be effected through legislation or 
through administrative action of the Department. 

Senator Macnuson. Where was the modernization item? How 
much for that on facilities? Is that on page 100 of our book ? 


RENT ALLOTMENT 


Mr. Kies. For that we are asking $5 million worth of new rent 
money. 


Senator Maanuson. $5 million of new money ? 
Mr. Kren. Rent money in the rent allotment. 
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Senator Macnuson. $113 million; is that what you are asking? 

Mr. Srans. $126 million is the total for the Bureau of facilities 

Senator Magnuson. That includes post oflices that might need t 
be modernized. 

Mr. Stans. That includes vehicle hire, Government-vehicle opera 
tions, $414 million for new vehicles, $37 million for rents, it includes 
$11 million for utility and fuel services, $814 million for building sup 
plies equipment and maintenance, $414 million for the equipment 
shops making mailbags, and $26 million for postal supplies and equi 
ment. That last amount is really for the equipment items. 

All the rest are basically supplies and operations. 

Senator Macnuson. Where is the modernization of buildings’ 1; 
it in postal supplies and equipment ? 

Mr. Srans. Yes. 

Mr. Kies. The light and color program in buildings, is in account 
266. This is in the total amount of $8,571,000 of which about $3! 
million is dedicated to the light and color program which Genera 
Services Administration did not include in their budget this year 


PROPOSED LANGUAGE CHANGES 


Mr, SumMerrretp. We have submitted a number of proposed lan 
guage changes in our budget, covering such items as: 

1. Transfer between appropriations—which you authorized last 
year. 

2. Payment for embossed stamped envelopes and for indemnities 
for registered, insured and c. o. d. mails from the revenues derived 
from charges for these items. 

3. Reimbursement for miscellaneous and emergency expenses not 
exceeding $25,000 out of available funds. 


TRAINING STANDARDS PROGRAM 


4. Expenditure of not to exceed $100,000, out of available funds, 
for the training of postal officials and employees in non-Federal 
facilities. 

Senator Dirksen. Tell us something about that. 

Mr. Summerrietp. We have the training-standards program and 
if we do not provide certain training facilities which we have to do 
outside of the regular operation, we are severely handicapped. 

In many instances, we may employ private concerns to put these 
training schools on for us until at least we get to the point where we 
have trained a sufficient number of our own people that we can use 
their services for the training of others. 

5. Transfer of funds to the General Services Administration, out of 
available funds, for repair, alteration, preservation, renovation, im- 
provement, and equipment of federally owned property used for 
postal services. 

LEGISLATIVE PROGRAM 


Much of the improvement we can make in the future will depend 
on the legislative assistance which we can obtain from Congress. We 
will present, through usual channels, a legislative program covering 
more than 30 items. 
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Some of this program is already pending from the first sessron. 

For example, we have pending in the Congress a bill which would 
enable us to procure space under more favorable lease terms and which 
would also permit construction and ultimate acquisition of new build 
ings without capital expenditure by the Government. 

| do not propose, at this time, to go into our postal rate problem, but 
you are well aware of the status of this matter before the Congress. 

The budget now before you already shows the Impact of two actions 
taken in the first session of Congress: (1) transfer of airmail subsidies 
LO the Civ il Aeronautics Board, reducing our expenditures by about 
$80 million, and (2) reimbursement to us by other Government agen 
cies and the Congress for the cost of carrying their official mail, in 
creasing our revenues by about $36 million. 

Senator Magnuson. You got $116 million there; is that right‘ 

Mr. SuMMERFIELD. Yes. 

Senator Magnuson. If you did not have that you would have $116 
million more in the deficit, right ¢ 

Mr. SuMMeRFIELD. Yes, 

Senator Magnuson. The showing is not quite as great as it looks, 
is it? 

Mr. Summerrrevp. I think at the end you will be rather happy to 
see the conclusions. 

Senator Dirksen. Had you finished ¢ 

Mr. SumMerrieitp. Without reading the conclusion. 

Senator Dirksen. That will be inserted in the record. 

(The information referred to follows:) 


CONCLUSION 


Our program for 1955 can be described, briefly, as a continuance of our 1954 
program. Results of our efforts on many fronts should become increasingly 
visible as we go into the next fiscal year. 

Once more, however, I must emphasize that most of the real economies we 
hope to make must necessarily—until our program is fully in effect—-be applied 
to the absorption of costs of handling the increased mail volume and of the 
rising prices of the things we buy. 

My colleagues are prepared to cover in greater detail many of the items I 
have reviewed in outline today. 

I appreciate the privilege of appearing before your committee to present the 
budget of the Post Office Department and to discuss, frankly, our operating 
problems and programs. I wish to assure you that we are doing everything in 
our power, in partnership with the Congress, to improve the operations of the De 
partment so that the American people get the kind of postal service to which 
they are entitled. 

I wish that in appearing before you I were asking for authority to spend an 
amount no greater than our anticipated revenues, You already know my posi 
tion on the subject of postal rates but that is, of course, a matter for another 
committee. You can readily see, however, that if we had succeeded last July 
in raising our rates to produce another $240 million, we would be close to 
achieving a balanced budget. 

We believe we are complying fully with the President's mandate that we 
improve service and reduce costs. 

We are doing our part toward reducing the national deficit. 

We welcome the most thorough examination of our program. 

We would appreciate any suggestions for improvement you may care to make. 

1 want to thank you for your helpfulness in the past and for your consideration 
here. I shall be happy to answer any questions you may have 
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PAST CHRISTMAS MAIL HANDLING 


Senator Dirksen. I have a few questions. First give us a word 
about the way in which Christmas mail was handled this last year 
and what improvement there was. There have been complaints it 
other years that even after Christmas was over mail had been unde 
livered. Perhaps you had a sufficient report from the country by now 
to indicate this. 

Mr. SuMMERFIELD. We, of course, resorted to the usual early mail 
ing appeals to the public, to business interests throughout the country 
to cooperate with us. We appealed to all postmasters and employees 
through messages in the Postal Bulletin that they cooperate with us 
to the maximum degree in facilitating early and complete delivery 
through the holiday season. 

In addition to that we used a major portion of all the 900 postal 
inspectors we have throughout the country, took them off their routine 
jobs other than those of an urgent nature and assigned them to post 
offices throughout the country with instructions to do everything they 
could to facilitate delivery of the mails. We kept our wires open 
which keep us in contact with the post offices throughout the country, 
24 hours a day including Sundays, so that reports were coming back 
to the Post Office Department for any delay in any kind of mail any 
where, almost on the hour. 

Results were extremely gratifying. We have wires in our files from 
approximately 700 chambers of commerce in the United States advising 
us that there was no undue delay in the handling of mail in the post 
offices or delivery of it outside and congratulating us. 

You will be interested in knowing that our records indicate we not 
only were completely successful in delivering the mail before Christ 
mas, but that we saved a good many millions of dollars in the process. 
In the 100 largest cities we saved approximately five million. We 
operated during the holiday season for $5 million less than last year 
and we did it in spite of the fact that there was an increase of approxi 
mately 4 percent in mail volume handled during that period. There 
were less people employed this year than last. 

We accomplished this by providing overtime opportunities for the 
experienced postal employees and reducing the number of temporary 
people. The result, more volume, more efficiency, less cost. We were 
sure that would be true. 


ANTICIPATED REGIONS 


Senator Dirksen. If the regional decentralization now carried out 
in Cincinnati, Ohio is successful, how long do you anticipate before 
that can be extended to other areas and how many regions would be 
there ultimately ? 

Mr. SumMerrtevp. Fifteen eventually; it will probably take 4 or 5 
years to complete the program. M: uybe we can do it more rapidly. 
We are now getting ready to open the second region and.we are doing 
that more quickly than we had anticipated. 
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RURAL ROUTBR CONSOLIDATIONS 


e us a wol Senator Dirksen. Now in your statement, we did belabor it sulli 


his last veg ciently, 1 think you indicated the number of fourth-class offices closed 
mplaints nd the technique by which that is done. What about consolidations 
l been und .R. F. D. routes ¢ 
intry by now ‘Mr. SuMMERFIELD. We are prohibited by law to consolidate. 
Senator Dirksen. Have there been any consolidations 
| early ma Mr. Summerrieip. If there have been, it has been because of death, 
the country f there has been a death of the rural carrier. That is all we can 
d employees do. We cannot do it ourselves. By the way, we will probably submit 
rate with ) requests for legislation to correct that situation because, in view of 
ete delivery the development of highways and communities throughout the country, 
» fact that the management of the Post Office De partment is not per 
e 900 posta 1 nitted to consolidate routes which presently may require only a fra 
heir routing tion of the day to cover the aalisers of those areas handica ips us 


hem to post everely. It is most impracticable and unfair to the Department and 
ything they to the users of the mail. We hope the Congress will grant us sufi 


wires ope! ient latitude to make the necessary and des irable improvements. 


he country, 

oming bac] \UTOMATIC SALARY INCREASES 
f mail any ! 
; Senator Dirksen. You mentioned one uncontrollable item and that 


r files from that as mail increases and communities increase in size, the salary 


es advising 
in the post 


of the postmaster goes into a higher bracket. 

Mr. SuMMERFIELD. Yes. 

Senator Dirksen. Does anybody remember what the amount of 
that item was in the 1955 estimate ? 

Mr. Summerrrecp. You mean the highest paid ‘ 

Senator Dirksen. It will be an increase in their salary which 1s an 
uncontrollable item and you have to pay it under the law. L thought 
if you had the item h: indy we would fix it in mind. 

Mr. Bruce. Roughly $2,803,000 for 1955, 
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CONSULTING SERVICES 


ies for the ' ad ; 
lemporat : Senator Dirksen. That is automatic. What about consulting serv 
We ate oe ices ¢ Your oflice employs consulting services, and to what extent ¢ 
Mr. Summerrie.D. I have a list here of them if you care to have 
them. 


Senator Dirksen. You do not need to read them but you might indi 
cate whom you employ as consultants and what the field of activ ity is 
to which they direct their efforts. 

Mr. Summerrtevp. I will be glad to prepare that and present it for 


the record. 
(The list referred to follows:) 


irried out 
ite before 
would be 


ike 4 or 5 

. rapidly, 

are doing The Post Office Department has engaged outside consultants for the following 
reasons: 

1. It did not have the necessary management staff and it would take time to 

develop that staff. 

2. Progress in improving performance and effecting economies could not wait 


until the Department: recruited and trained an adequate management staff 


Use or CONSULTANTS BY THE Post Orrick DEPARTMENT 
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5. Outside consultants would provide the objectivity necessary to overcome the 
natural resistance to change within the Postal Establishment. 

I can say, without reservation, that had we not engaged the services of out 
side management consultants, we would not have made anything like the progress 
which we are otherwise able to report to this committee. May I tell you, briefly, 
about the work we have had done for us. 

1. The firm of Robert Heller & Associates was retained on February 2, 19538 
to assist in reorganizing the structure and operations of the entire Postal Estab 
lishment. Thus far we have traced direct savings of over $5 million resulting 
from their efforts. These are not debatable bookkeeping savings. They repre 
sent funds which have been recaptured and frozen into a special reserve account 

I don’t want to take up too much of your time on this for you already know 
that Robert Heller & Associates were retained by the Hoover Commission in 
1948 as their Task Force on the Post Office Department. It was natural that we 
should turn to them with that background. We have augmented their small 
staff with 20 of our own post office inspectors who have contributed their accu 
mulated experience in the postal service. 

The major programs on which Robert Heller & Associates have been engaged 
include reorganization of headquarters, decentralization of the management of 
post offices to regional offices, installation of work performance standards, reor 
ganization of research and development work, modernization of our procurement 
and supply activity and general methods and procedures improvements. 

The firm of Alexander Grant & Co., certified public accountants, was re 
tained by us to operate in the area of financial control and management in 
much the same way as the firm of Robert Heller & Associates in our other 
activities. We were first attracted to this firm because of the distinguished 
work they had done for the House Appropriations Committee. 

Although they came on the job on May 22, 1953, they, too, show much tangible 
accomplishment. They have recommended 140 projects for action. On 15 of 
them, on which action has been taken thus far, tangible savings of $8 million 
have been realized with projected annual savings of $10 million on the same 
projects 

Although the dollar savings alone have more than justified their contract, their 
greatest contribution to the Department, as well as to the Congress, has been 
in the field of interpretative reporting. They have recommended an accounting 
system and financial reports which will identify areas of high cost and which 
will focus attention on trends and trouble spots. For the first time in our 
history, we have in a form which management can use for decision-making a 
system of continuing monthly financial statements which are no longer merely 
historical reports of information without real value. 

A tribute to the effectiveness of this accounting program appears in the 1953 
report of the Comptroller General in the Joint Program to Improve Accounting 
in the Federal Government (pp. 71 to 73). 

We also engaged the firm of George Fry & Associates, a management engi- 
neering firm, to conduct for us a nationwide survey of postal jobs and pay. We 
were requested by the House Post Office and Civil Service Committee to provide 
them with a report on this subject early in the forthcoming session of Congress 
as a basis for intelligent action by it. We will have such a report for the Con- 
gress very shortly. 

Here again, we simply have not had the technical staff in the Post Office 
Department which could move in at all on such a problem, let alone quickly 
and develop the facts, analyses, and comparisons which the Congress will need 
for legislation and which we will need for sound management. We would have 
had to employ and train a large, temporary staff ourselves. It would have cost 
us more that way than to have had it done quickly by a specialized outside firm 
which is all set up to conduct such surveys. Moreover, we have obtained an 
objectivity which could not have been provided from within. 

A development contract was given to Reed Research, Inc., of Washington, D. C., 
on August 3, 1953 for the design and production of prototype models of a mail 
facing machine. Strictly speaking, this is not a consultant contract, but I wanted 
you to have a full picture of our procurement of outside services. 
~ On December 21, we gave a contract to the Wengel Service Corp., of Princeton, 
N. J.. for the conduct of a publie opinion survey on the adequacy of postal service 
and on public attitudes toward changes in postal rates. This contract was given 
out in order that I might have information which would assist me in more 
faithfully reporting to and advising the Congress. It was also necessary that 


TRE 


ve acquire t 
up at the su 
ratesetting. 
The best e 
if 1 were to 
to do the sa 
jecture as te 


L} 


The follov 
1. George 
transmissiol 
» Alexan 
tems and pl 
hasic cost 0 
on hours of 
8. Robert 
postal esta’ 
of operatin 
arate contr 
The follo 
1. Reed |] 
ing machin 
2, Wenge 
adequacy 
December | 
In addit 
to perform 
of them ¥ 
regular en 
ing: 
German 
of the fiel 
days at a 
Anne P 
the field e 
at a cost ¢ 
Gustay 
reports a 
ticular, fi 
not to ex 
Franci 
the efficic 
Novembe 
Willia 
maintent 
from Aw 
Joel R 
ties deve 
$42 a da 


Sena 
missio1 
were 2 
force | 
on me 
mastel 
made 
probal 
judgn 

Mr. 


antic) 


1955 


»overcome t 


Prvices of out 
ce the progrs 
‘ll you, briefi 


ruary 2, 195, 
Postal Esta} 
lion resulti) 

They repr 
serve account 
already kn 
omMmission 
‘tural that we 


d their Small 


dd their acey 


been engaged 
inacement of 
ndards, reo; 
procurement 
ents 

nts, was re 

hagement j 

in our othe 
distinguishes 


uch tangibl 
l On 15 of 
f $3 millio 
on the sam 


ntract, thei, 
88, has heer 
1 accountin 
ft and which 
time in our 
M-making a 
nger merely 


in the 1953 
Accounting 


ement engi 
d pay We 
ep to provide 
of Congress 


or the Con 


Post Office 
ne quickly, 
S will need 
would have 
d have cost 
utside firm 
btained an 


gton, D. C., 
; Of a mail 
it I wanted 


Princeton, 
‘tal service 
was given 
e in more 
Ssary that 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 89 


acquire this data for the use of our new Division of Rates, which was set 
ip at the suggestion of Congress to assemble pertinent information for use in 
ratesetting. 

rhe best evaluation that I can give on our use of outside consultants is that 

I were to do it all over again, I would unhesitatingly engage the same firms 

do the same management consulting work. I would not even want to con 

ture as to how far behind we would be if we had not engaged their services. 


List of CONSULTANTS UNDER CONTRACT AS OF JANUARY 26, 10954 


rhe following management-consulting firms have been engaged : 

1, George Fry and Associates, to make a job evaluation and pay survey for 
insmission to Congress at a cost of $50,000 

» Alexander Grant & Co., to overhaul and revise financial and accounting sys- 
ems and procedures, from May 22, 1953, for a period not to exceed 1 years at a 
ic cost of $15,000 per month and not to exceed $20,000 per month, depending 


1 


on hours of work. 


Robert Heller and Associates, to assist in the overall reorganization of the 
tal establishment, the revision of operating policies and the modernization 
operating procedures and practices, from February 1, 1953, to date, two sep- 
ite contracts, $99,000 and $188,700 
Che following research services have been engaged : 

1. Reed Research, Inc., to design and produce prototype models of a mail fac- 
ing machine, from August 3, 19538, for a period of 11 months at a cost of $181,500, 

2, Wengel Service Corp., to study and report on public opinion in relation to the 
dequacy of postal service and reactions toward changes in postal rates, from 
December 21, 1953, to report on or before January 15, 1954, at a cost of $11,500 

In addition, the Post Office Department has engaged the services of individuals 
to perform specialized services as experts or consultants in the hope that many 
of them would remain as employees by conversion of their status to that of 
regular employees. Currently under contract to the Department are the follow- 
ng: 

German 8S. Ellsworth, to assist in the making of a job evaluation and pay survey 
of the field establishment, from November 9, 1953, for a period not to exceed 90 
days at a cost of $40 per day. 

Anne P. Flory, to assist in the making of a job evaluation and pay survey of 
the field establishment, from November 5, 1953, for a period not to exceed 90 days 
it a cost of $40 per day. 

Gustav C. Hertz, to make surveys on the personnel practices, together with 
reports and recommendations as they pertain to the field establishment in par 
ticular, from March 17, 1953, to April 27, 1953, and from June 15, 1953, for a period 
not to exceed 10 months at $40 per day. 

Francis Joseph O'Neil, Jr., to make studies and recommendations to improve 
the efficiency and reduce the cost of contract highway mail transportation, from 
November 1, 1953, for a period not to exceed 6 months at $27 per day 

William P. Pennington, to make studies and recommendations concerning the 
maintenance and repair of motor vehicles used by the Post Office Department, 
from August 25, 1953, for a period not to exceed 6 months at $27 per day. 

Joel Rosenson, to make studies and recommendations on mail terminal facili- 
ties development, from December 17, 1953, for a period not to exceed 90 days at 
$42 a day. 

POSTAL REGULATIONS 


Senator Dirksen. One item stuck in my mind. The Hoover Com- 
mission made a special point of the fact that the postal regulations 
were antiquated and there were some regulations that had been in 
force for as much as 103 years as I remember it, and I am drawing 
on memory at the moment. I can imagine how bewildered post- 
master and clerks and others would be. What progress has been 
made toward simplification and shortening of the regulations and 
probably according a little larger share of discretion and personal 
judgment on the part of postmasters? 

Mr. Summerrrecp. We have made many such improvements and we 
anticipate making many more. 
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Would you care to have someone enumerate them ? 
Senator Dirksen. No, but I think it advisable if vou did insert 


a statement in the record indicating some of the modernizations that 
have been made. 


Mr. SuMMERFIELD. We would like a recodification of all postal 


regulations. In fact, it is essential to this whole reorganization plat 


SIMPLIFICATION OF REGULATIONS AND INSTRU¢ rIONS 


The basic internal regulations and procedures of the Post Office Department 


at present are published in 3 separate media: The Postal Laws and Regulations, 


the Post Office Manual and the Book of Instructions, Postal 


Transportati 
Service. Although the first 2 are printed and bound in permanent format, the, 


are supplemented continuously by current releases. 
Criticisms that our internal regulations and procedures are cumbersome 
obsolete or in mutual conflict are not without basis. The Department is fully 
nware of its need for modernization and simplification of its internal operating 
instructions. This applies both to editorial content as well as to the 
of publication. 
Accordingly, we have already instituted a program for inventorying all 


ternal regulations and procedures currently of record. As a result of this 
will be able to publish 


an initial compilation of all materials which are deter 
mined to be currently valid. These will be published in looseleaf form. We will 
then take each subject, chapter by chapter, and republish it in 


as clear a 
presentation as possible at the same time 


that we modernize and simplify the 
practices set forth in the regulations and procedures themselves. 

Distribution of our regulations and procedures will be on a need-to-know 
basis. We do not believe that it is necessary to burden a one-man post office wit! 
hundreds of pages of instructions which are not at all applicable to that office 
Instead, we will develop separate simplified instructions for our smallest offices 

Since this project entails individual review of every one of our 
instructions, it will take several years to complete a thorough reengineering, 
although the initial inventory and republication of current materials should be 
accomplished reasonably soon. 


CIVIL SERVICE SYSTEM 


Senator Dirksen. Now something has been also said on occasion 
and something was said on the floor of the Senate yesterday about 
despoiling the integrity of the civil-service system and remarks of 
a general nature I have here, and I will not undertake to particularize 
on them, but you may want to submit a statement as to how well 
you have preserved the integrity of the system, all up and down the 
line so far as the Post Office Department is concerned. 

Mr. SUMMERFIELD. I would be glad to. 

Senator Dirksen. You can give us that briefly, and then you can 
amplify your statement in the record so that we get the whole picture. 

Mr. Summerrte.p. I think you will find this very inte resting. The 
Eisenhower administration appointed : 3,377 in the first year, 75 regu- 
lar postmasters nominated by the President and confirmed by the 
Senate and now serve in first-, second-, and third-class offices. 
Fourth-class postmasters totaling 691 were appointed by the Post- 
master General and now serve in the smaller offices. All of the 
regular postmasters nominated by the President and confirmed by 
the Senate to date are career postal employees and emine ntly qualified 
to serve. 

Senator Macnuson. How many were out of the 3,000? Is that 
normal amount? Is that a normal turnover ? 

Mr. SUMMERFIELD. Yes. 
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Not higher or lower? 
Right. 
How many were career ¢ 


Senator MAGNUSON. 
Vir. SUMMERFIELD. 
Senator MAGNUSON. 


Mr. SumMerrieip. Seventy-five out of the 75 permanent ones 
Senator Magnuson. What post offices are they—first class ¢ 
Mr. SuMMeRFIELD. First, second, and third; and 691 were appointed 


yy the Postmaster General in smaller towns, smaller oflices 
Senator Magnuson. You still follow the old procedure, don’t you, 


I mean the three names come up and the Congressman 


makes a suggestion. Do you do that? 

Mr. SumMmerrieip. We consider their recommendations. 

Senator MaaNnuson. Sure. I hope you do. I think it is a good 
ystem. 
‘Senator Dirxsen. I do believe it is necessary to get the record 


larified somewhat so the impression does not go out to the country 
anybody has been capric iously destroying or despoiling the 
vil-service setup in the Post Office De ‘partment. 

Mr. Summerrievp, A few days ago the Postmaster General and his 
Department were complime nted by the National Association of Post 
asters for their complete fairness and sympathetic approach to the 
roblem of postmaster 

Senator Dirxsen. Did that come in the form of a letter? 

Mr. Summerrievp. A magazine article called my 

Senator Dirksen. If it is available I think that is good evidence 
ind I would suggest at this point it be inserted in the record. 

Mr. Summerrieip. We will be happy to supply it. 

(The article referred to follows :) 


that 


attention to them. 


Postmaster 


Excerpt from p. 6, Gazette, January 1954, published by National Association 
Vostmasters ] 
New Heicuts 

Che year 1953 will always be remembered as one of the most important in the 
history of our association. In those 12 months just concluded, we saw the Na 
tional Association of Postmasters reach new heights in membership and stature. 

The year will be remembered as the first test period of the Ramspeck 
O'Mahoney Act of 1988 which provided for the appointment of postmasters under 
the rules and regulations of the United States Civil Service Commission with all 
the rights and privileges of true civil service status to the appointes 

It will be remembered as a year in the life of our association which was to 
determine if our organization was to endure for the high principles as outlined 


in the preamble of our constitution, 

It was a period of transition under the new administration of President Eisen 
hower when we were called upon to put into effect new policies and methods of 
administration in the postal service as directed by our Postmaster General. As 
ve stand now, on the threshold of a new year, it may be well to reflect for a 


moment on what transpired in the year past 
Karly last year, our capable president, Raymond V 
pledge of cooperation and hand of friendship of our 
ister General, Arthur Ek. 
us that 


McNamara, extended the 
association to our new Post 
Summerfield, who expressed his gratitude and assured 


our positions as civil-service postmasters would be respected by his ad 
ministration. The fact that even under new higher standards of efficiency set 
by the new administration, only less than one-fourth of 1 percent of the post 


masters in the Nation did not meet the requirements and were removed or retired 
from the service, is evidence of the sincerity of his statement 
Under the leadership of General Summerfield and his efficient 
istrators in the Post Office Department, we have witnessed, and been a 
many refreshing changes in policy and procedure that have redounded 
advantage of the patrons of the service and all taxpayers in the Nation. 


admin 
part 
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WELCOME 1954 

We greet the new year with confidence and a renewed determination to con 
tinue to be integral parts of General Summerfield’s team as his branch manag: 
and under his leadership give the patron of the postal service the most efficient 
and finest communication service in the world. We are grateful that presiden: 
McNamara has unselfishly agreed, with great personal sacrifice, to assume the 
burdens of leadership of our association for another year. We look forward t 
another year of cordial relationship under the joint guidance of two great me 
Postmaster General Summerfield and president Raymond V. McNamara. 


REMOVAL OF POSTMASTERS 


Mr. Summerrrevp. From March 4, 1933, to March 3, 1934, a total of 
1,743 postmasters were removed from office by the then Postmaste! 
General. On June 30, 1933, there were—— 

Senator Magnuson. You must have found a better group wher 
you came in than Farley did. 

Mr. Summerriecp. On June 30, 1933, there were 47,641 post offices: 
on January 1, 1954, this number had been reduced to 40,130. All of 
the postmasters removed by this administration during 1953 were re 
moved for ample cause. More than one-third, 59 to be exact, were 
dismissed for embezzlement. The average amount embezzled was 
$887. 

Senator Dirxsen. I would suggest, General, that you set that up 
somewhat in tabular form so that it will make a good record and you 
can insert your comparative figures so that if any question arises- 
and I think some question has arisen about it, it came to my attention- 
so that the record will then speak for itself and anyone can refe1 
to it. 

(The material referred to follows :) 


A. Number of acting postmasters appointed since Jan. 20, 1953___ 3, 377 
Number converted to regular postmasters by confirmation of 


Senate, in first-, second-, and third-class offices____- 75 
Postmasters at fourth-class offic es appointed by the Postmaster 
General ‘ 691 
B. Number of postmasters dismissed for emblezzlement (average amount 
OS al a ee eee ee 59 


C. Number of postmasters removed from office by previous administra- 

tion from Mar. 4, 1068, te Mar. 3, 3084 ccecininddccnicbnibdiduinnes 1, 748 
D. Number of post offices in operation June 30, 19338____..._..__________ 47, 641 
BE. Number of post offices in operation Jan. 1, 1954..........__________ 40, 130 


IMPROVEMENT IN MORALE 


Senator Dmxsen. I wonder if you wouldn’t say something about 
morale. We heard a great deal over a period of time about a diminu- 
tion of morale in the service, and doubtless you have been around 
enough and your associates have been around sufficiently to make some 
appraisal of morale. 

I have made some for myself, but I would rather have a statement 
from you. 

Mr. Summerrtexp. I think the best reflection of the improvement 
in morale in the postal establishment—and rather eloquently—is 
shown by the results over the holiday period. I think a major con- 
tributing factor has been the very sympathetic and helpful approach 
made to the postmasters and to the postal employees generally 
throughout the country by the present organization in the Post 
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Office Department other than the Postmaster 
n direct contact with the field organizations. 

I think that the fact that we have sympathetically studied every 
area Of the Department and all types of operations, have listened 

ittentively to their recommendations for improvement and correc 
tions, that we have been realistic and fair in our employment of tem 
porary employees, and the payment of overtime, all have contributed 
much to the general improvement of morale throughout the organ 
zation. 

Personally I am very gratified to have had such splendid coopera 
tion from the whole postal organization in Washington and through 
out the Nation as well as the cooperation I have had from the Mem- 
hers of the Congress. 

I feel that we are well on our way toward the completion and sue 
cessful completion of the reorganization of the Post Office Depart 
ment which will result in a general betterment of conditions under 
which all our people work and the service we render for the general 
pub lic. 

I think we have made progress probably beyond that which we had 
any right to expect in the first year. I want to say at this juncture 
that I am grateful to all of my associates on the management level of 
the Department, in and out of Washington, and to all of the employees 
for their cooperation. 


General, they being 


SAVINGS ON ONE-A-DAY DELIVERY 


Senator Maanuson. How much did the decrease from two-a-day 
delivery save the post office, approximately ¢ 

Mr. SuMMERFIELD. $80 million was given to me as being the cost of 
restoration of it: so I would assume that would be the same the other 
way. 

Senator Magnuson. I just w: er it for the record. This is not in 
derogation of the job you are doing, but I do think we ought to realize 
when we talk in terms of reducing deficits that the Department has 
heen relieved of that figure. 

Mr. Summerrietp. Do you recall the date that went 

Mr. Guitt. 1951. 

Senator Magnuson. Relieved of that figure at that time. 

Mr. SuMMERFIELD. It would not affect our budget of this year. 

Senator Magnuson. You also have been relieved of the airmail 
figure. 

Mr. SUMMERFIELD. 
million. 

Senator Macnuson. And also the figure of-—— 

Mr. Summerrietp. Penalty and franked mail, $36 million. 

Senator Macnuson. So you do have almost a $200 million aproxi- 
mately relief there in the past 3 years that might have been for you 
to struggle with in getting these deficits down. 

Mr. SUMMERFIELD. That is right, but we did have this item that I 
wish you wouldn’t overlook of a hundred million dollars difference 
in revenues. 

Senator Maanuson. That is right. 
will be as anticipated, so that we can arrive 
are talking about. 


into effect? 


that is right, and that is $79 


’ 


Airline subsidy, 


We just hope that the revenues 
at this figure that: you 
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Mr. SumMerrievp. We hope that our projection will prove more 
accurate. 
Senator Dirksen. Now, General, who shall tell us a little about 
just a few items we have here that we want to question you on about Comparati 
these various appropriation accounts ? 
Mr. Hoox. We have a pretty complete statement in the record, sir, 
Senator Dirxsen. There is an increase of $2,480,000, I think, in 
administration as between 1955 and 1954. I think it deserves just a . 
little comment perhaps. Mr. Hook would you like to tell us ‘about Annual “7 
’ . Transfer 0 
that ? Gener 
Mr. Hoox. I will let Mr. Stans do that. Claim 
Senator Dirksen. Before you start I will insert in the record the 
appropriations estimate and related material submitted by the De 
partment in support of these estimates. 
(The material referred to follows :) stim 


Comparati' 


Tot 
Estimate, 


APPROPRIATION ESTIMATE FOR ADMINISTRATION 


For expenses, not otherwise provided for, necessary for [general] adminis 
tration of the postal service, operation of the inspection service, and the con 
duct of a research and development program [, including services as authorized 


Exeeutive di 


by section 15 of the Act of August 2, 1946 (5 U. S. C. 55a); at least $250,000 to Salary al 
be available exclusively for procurement by contract of things and services re Salary 
lated to design, development, and construction of equipment used in postal aaa 
operations, and for contracts for]; management studies; not to erceed $25,000 Office of 
for miscellaneous and emergency expenses authorized or approved by the Post Commis 
master General and accounted for solely on his certificate; rewards for informa er 
tion and services concerning violations of postal laws and regulations, current Subto 
and prior fiscal years, in accordance with regulations of the Postmaster General 


Personnel a 


in effect at the time the services are rendered or information furnished [[; and of personn 


expenses of delegates designated by the Postmaster General to attend meetings 


and congresses for the purpose of making postal arrangements with foreign Legal servic 
governments pursuant to law; and the expenses of delegates provided for herein re 
andy (including not to exceed $20,000 (for rewards, as provided for here Adjuste 
in,J which shall be paid in the discretion of the Postmaster General and ac ; 
counted for solely on his certificate) ; [$22,000,000] and settlement of claims, Rabe 
pursuant to law, current and prior fiscal years, for damages (28 U. 8S. C. 2672; Audit and « 
31 U.S.C. 224¢), and for losses resulting from unavoidable casualty (89 U.S. C0, Salary | 
19) ; $20,494,000. Salary 
Subti 


EXPLANATION OF LANGUAGE CHANGES 
Inspection 


The appropriation “Administration” includes a provision that not to exceed ont 
$25,000 for miscellaneous and emergency expenses may be authorized or approved Salary, 
by the Postmaster General and accounted for solely on his certificate. The pur ie 
pose of this change is to grant authority for the expenditure of modest sums Confid 
for the necessary entertainment of visiting officials of foreign governments, 2 

Sub 


expenses that are now paid from personal funds of the Postmaster General 
and other officials of the Department Further, we often obtain the services Tote 
of experts or consultants from private business who contribute their time in 
assisting the Department in the field of management and other areas. We 
should be in a position to pay their hotel and living costs while in Washington, Sena 
Which we cannot now do. and tr: 


EXPLANATION OF ESTIMATE ‘ Mr. 
: ; ‘ ; : E tion. sé 
This estimate provides for an increase of $2,480,000 over that authorized for inspect 


1954, which estimate contemplates a continuation of the activities provided in 


the 1954 appropriation with some modification. The principal modification is Sent 
that requesting 150 additional post office inspectors who are so urgently needed the pr 
in the execution of the management-improvement program. The estimate also . Mr. 
provides for the continued implementation of the modernization program involv- § Sen: 


ing the Office of the Chief Industrial Engineer, the Controller's office, as well specti 
as other aspects of the research and development program. specti 


4 
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prove moi APPROPRIATIONS SUMMARY 

little in Administration, 1955 

ou on abo Comparative annual appropriation, 1953 _... $16, 494, 700 
record. sit Comparative budget estimates, 1954 ' , 18, 077, 800 


} 
| think, 


erves just 


Reconciliation of estimate to current appropriation 


] Annual appropriation, 1954 : ; pital 
ul abo : “ . . 
rransfer of accounts from: 
General administration, 1954 $17, 3870, 000 
Claims, 1954 644, 000 


record thy 


by the De Total appropriation, 1954 . 18, 014, 000 
4 Estimate, fiscal year 1955 20, 494, 000 
Estimated increase in obligations, fiscal year 1955 i 2, 480, 000 


inalysis of estimated increase in obligations 


aly admin 


Activity and account 1054 1955 Increase 
and the cor 
iS authorized 
o Pveontive directic 
t S250.000 ¢ Exeeutive direction = 
0,00 to salary and travel, Postmaster General $749, 800 $774, 000 $24, 200 
| services re vary and travel, Administrative Assistant to Post 
<i in post master General 113, 350 18, 280 95, 070 
a Research and developmental expenses 1, 000, 000 1, 000, 000 
ceed $25.0 I I U ) - 
} ’ Office of the Chief Industrial Engineer 342.0%) 457. 120 115.070 
iy the Post ( sion and miscellaneous expenses, depar tal 
for informa service 60, 000 5, 500 +, 500 
ons, curren ubtotal ) 265, 200 > 305, 900 40, 700 
Ster Genera 
hed C an Personnel administration: Salary and travel, administration 
; wer nel 1, 200 72 600 1. 400 
nd meeting 
With foreign Legal service 
d for herei: Salary and travel, Solicitor 1, 800 312, 800 1.000 
1+ Damage claims 178, O00 8, 000 |. 
“i for here Adjusted losse 66. 000 66.000 |.. 
ral and ac 
t of claime ibtotal 4 955, 800 956, 800 1, 000 
S. OC. 2672 Audit and control 
(39 U. 8. ¢ Salary and travel, Cortroller 1. 195. 200 2 073. 100 877. 900 
ilary and travel, regular accounting personne 3, 584, 700 $, 617, 000 32, 300 
ubtotal 4,779, 900 5, 690, 100 910, 200 
Inspection servic 
t to exceed Salary and travel, Chief Post Office Inspector 603. 300 654. 600 51. 200 
Salaries, inspectors 6, 222. 000 7, 099, 000 877, 000 
or approved Salary, clerical, inspection service 1. 805. 600 2 022. 000 216. 400 
Phe pur Travel and ¢llaneous expenses, inspection service 1, 281, 000 1, 663, 000 ‘82. 000 
rode t um Rewards, inspection service AO. O00 4) OOO 
Confidential information, inspection service (1 20, 000 20. OOO 
vernments, . 
ter Genera Subtotal 9, 981, 900 11, 508, 600 1. 426. 700 
he service 
rVace otal administration 18, 014, 000 20, 494, 000 2, 480, 000 


eir time in 
areas. We 
Vashington, Senator Dirksen. The most substantial item of increase is salary 
and travel of the Comptroller. 

Mr. Srans. Of the $2,480,000 increase, $1.5 million is in the inspec- 


, tion service. That is to add additional inspectors, 150 additional 
horized for 


rovided in inspectors, to carry some of the additional load of work. 

ification is Senator Dmxsen. That will be in addition to the force you have at 
itly needed the present time? 

imate also Mr. Srans. That is right. 


‘am involvy- 


am he wall Senator Dirksen. What has been your normal attrition in the in- 


spection field during this last year? 
42711—54——7 
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Mr. Srans. Mr. Stephens can answer that. 
Senator Dirksen. About those 150 inspectors—will they be pretty 
well diffused all over the country ? 


Mr. Sreruens. It is contemplated they will be assigned to reduce the | 


workload of miscellaneous and general work throughout the entire 
country. 
INSPECTION SERVICE 


Senator Dirksen. My attention is called to the fact that the request 
for the inspection service, which is $11,508,600, is more than the total 
appropriation for the Bureau of Narcotics, Secret Service, Whit: 
House Police, Secret Service Guard Force, and Bureau of the Mint. 

You have a big workload and it is growing every year. Standing 
by itself, the comparison doesn’t mean much. 

Mr. Srernens. We are carrying today the heaviest workload of any 
time in the history of the Department, approximately 135 cases pe: 
man. We figure that on an annual basis that is approximately equiva 
lent to 500 inspectors. 

Senator Dirksen. May I say to the staff that these appropriate 
tables should be inserted in the record so that every member who reads 
it will have an opportunity to know precisely where the increases are 
in the administration account. 

I don’t believe that we need to belabor that a great deal more or in 
greater detail. 

Now just a little brief look at operations for fiscal 1955. At this point 
I will insert for the record the appropriations estimate and certain 
justification material as received from the Department. 

(The material referred to follows :) 


APPROPRIATION ESTIMATE FOR OPERATIONS 


For expenses necessary for [postal operations] the operation and administra 
tion of post offices, not otherwise provided for, and for other activities conducted 
by the Post Office Department pursuant to law, [including at least $500,000 to 
be available exclusively for manufacture and procurement of improved devices 
for postal operations and other activities; storage and repair of vehicles owned 
by, or under control of, units of the National Guard and departments and 
agencies of the Federal Government where repairs are made necessary because 
of utilization of such vehicles in the postal service, and not in excess of $500,000 
to carry out the purposes of Public Law 513, approved July 11, 1952; $2,229,450, 
000] $1,901,776,000: Provided, That not to exceed 5 per centum of any appro 
priation available to the Post Office Department for the current fiscal year may 
be transferred, with the approval of the Bureau of the Budget, to any other such 
appropriation or appropriations; but [the] no appropriation [General Ad 
ministration”] shall [not] be increased by more than [[$10,000,000} 10 per 
centum as a result of such transfers: Provided further, That functions financed 
by the appropriations available to the Post Office Department for the current 
fiscal year [for “General Administration” and for “Postal Operations,”] and 
the amounts appropriated therefor, may be transferred, in addition to the appro 
priation transfers otherwise authorized in this Act and with the approval of 
the Bureau of the Budget, between such appropriations to the extent necessary 
to improve administration and operations. 


EXPLANATION OF LANGUAGE CHANGES 


The appropriation “Operations” again carries the provision that not to exceed 
5 percent of any appropriation may be transferred to any other appropriation 
with the limitation that any one appropriation may not be increased more than 
10 percent as the result of such transfers, each of which must be approved by 
the Director of the Bureau of the Budget. The continuation of authority for 
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the transfer of functions between appropriations is also requested. These pro 
visions are important for the purpose of flexibility as very often expenditures 
in one appropriation may effect savings in another. 


EXPLANATION OF ESTIMATE 


This request for 1955 provides for all of the activities under the jurisdiction 
of the Assistant Postmaster General in charge of the Bureau of Post Office 
Operations. The estimate provides for an increase of $2,741,300 but it also 
reflects the payment of indemnities for domestic mail from revenues 
rather than from appropriated funds. This will reduce the 1955 requirements 
by approximately $4,695,000, which will make a net increase of $7,436,300 for 
that year over 1954, an increase of four-tenths of 1 percent as compared with 
an increase of over 3 percent in mail volume. 

By far the major portion of this appropriation is for personal services required 
for the payment of salaries of postmasters, supervisors, clerks, carriers, motor 
vehicle employees, custodial employees, and regional offices. The funds requested 
are for the continued operation of these units. 


losses 


APPROPRIATIONS SUMMARY 
Operations, 1955 


Comparative annual appropriation, 1953 $1, 866, 877, 100 


Comparative budget estimates, 1954 1, 906, 274, 000 


Reconciliation of estimate to current appropriation 


Annual appropriation, 1954--___-- ne ‘ ‘ ati 
Transfer of accounts from : 
General administration, 1954 
Postal operations, 1954.........--~-~- 
Claims, 1954__----- batt Se 


$2, 677, 300 
1, 891, 485, 400 
4, 922, OOO 


1, 899, 034, TOO 
1, 901, 776, OOO 


Estimated increase in obligations, fiscal year 1955_.....-.- 2, 741, 300 


Total appropriation, 1954 
Estimate, fiscal year 1955_- eid 
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Analysis of estimated increase in obligations 


Activity and account 1954 1055 Increase 


Administration of post office operations 
Salary and travel, p 





l ffice operations $2, 165, 300 $2, 147, 000 $18, 30) 
Salary and travel, po ters 139, 400, 000 141, 851, 000 2, 451, On 
Salary and travel rvisors 109, 491, 000 110, 890, 000 | 1, 399, OOK 
Salary and travel, 512, 000 2, 924, 000 2, 412, 000 
Subtotal a 251, 568, 300 257, 812, 000 6, 243, 70 
aon --— 
Mail handling and window service | 
Salary and travel, clerks, lst- and 2d-class offices 788, 312, 400 781, 154, 000 7, 158, 400 
Salary and travel, clerks, 3d-class offices 34, 449, 000 31, 000, 000 | 3, 449, OO 
Contract station service 5, 450, 000 5, 900, 000 | 450, 000 
Clerical allowance, 4th-class offices 157, 000 157, 000 | 
Subtotal 828, 368, 400 | 818, 211, 000 10, 157, 400 
Collection and delivery | 
Salary and travel, city delivery carriers 498, 647, 000 508, 647, 000 | 10, 000, 00 
Salary, fees, and travel, special delivery messengers 20, 099, 000 20, 099, 000 
Salary and travel, vehicle service } 33, 702, 000 34, 187, 000 485, 000 
Carfare 3, 175, 000 3, 300, 000 | 125, 00 
Salary and transportation, rural carriers | 193, 580, 000 195, 089, 000 1, 509, 000 
Subtotal 749, 203, 000 761, 322, 000 12, 119, 000 
Custodial service | 
Salary and travel, custodial service | 60, 318, 000 59, 781, 000 537, 00 
Rental allowance, 4th-¢lass postmasters 4, 655, 000 4, 650, 000 | — 5, 000 
Subtotal . : | 64, 973, 000 64, 431, 000 542, 000 
Indemnities, domestic mail......... | 4, 922, 000 4, 922, 000 
Total, operations | 1,899, 034, 700 1, 901, 776, 000 2, 741, 300 


There is an increase there also of $2,741,300, which is certainly 
rather on the modest side as a net against the whole amount of money 
that is involved there. 

Who is going to testify on operations? First of all, you have an 
increase of $6,243,700 in administration and post-oflice operations. 

That would account, I assume, not only for some additional travel, 
but additional salaries and would mean what, some additional per- 
sonnel in that particular item? 

Mr. Stans. Salaries are the result of statutory increases that take 
place upon increased volume. They are uncontrollable. 

Senator Dirksen. And what about new positions? 

Mr. Bruce. There is an actual reduction in positions. 

Senator Dirksen. In administration and post-office operations? 

Mr. Bruce. In operations, which is primarily the field service, a 
reduction of 1,225.9 man-years, or equivalent full-time positions. 

Senator Dirksen. What about your $10-million-plus decrease in 
mail handling and window service? 

Mr. Bruce. That is among clerks in first- and second-class post 
offices and that is where the decrease is. 

Senator Dirksen. That is substantially the 1,051-odd positions ? 

Mr. Bruce. That is right. 

Senator Dirxsen. In collection and delivery you have an increase 
of $12,119,000. o 

Mr. Bruce. That is primarily for city delivery carriers which we 
cannot control. We must put in carriers where the new developments 
are made and cover new routes. 

Senator Dirksen. | have a question I forgot to ask General Sum- 
merfield before he left. 
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CONVERSION OF STATUS OF ACTING POSTMASTERS 


When and at what point and how will you convert the status of 
acting postmasters to postmasters? 

Mr. Bruce. First you have to have the Civil Service Commission 
hold examinations and that is, of course, the most time-consuming 
factor, and once that is done and the eligibility of those who pass is 
determined with respect to loyalty and other investigations of that 
tvpe, then the recommendation is made and it goes to the Senator 
for confirmation, of which you are aware. 

Senator Dirksen. So there will be some discussion, there will be 
some query about it. of course. The delay then is occasioned first by 
delay in completing the examination ¢ 

Mr. Bruce. That is correct, sir. 

Senator Dirksen. And secondly, making the necessary security 
and loyalty investigation in the field ¢ 

Mr. Bruce. That is right, sir. 

Senator Dirksen. Then whatever lag there is until it is reported 
and goes to the White House and the nominations are sent up to the 
appropriate committee of the Senate. 

Mr. Bruce. Yes, sir. 

Senator Dirksen. That is one of the things you can’t determine 
by rule of thumb. It depends on how fast the examination and 
investigation machinery moves. 

Mr. Bruce. That is right. 

Senator Dirksen. I wanted the record to be clear because there have 
been some questions, 

Did you want to make further comment ? 

Mr. Sreruens. I am informed a considerable number are about 
to be presented. 

Senator Dirksen. I would apprehend that is probably true. It 
is merely to anticipate the questions. 

Now perhaps we had better ask John Allen what he has to say about 
the Transportation Bureau here, 

The appropriation estimate and related material will be inserted in 
the record at this point, 

(The material referred to follows :) 


APPROPRIATION ESTIMATE FOR ‘TRANSPORTATION 


For expenses necessary for the administration and operation of the postal 
transportation service, including payments for transportation of domestic and 
foreign mails by air, land, and water transportation facilities, including current 
and prior fiscal years settlements with foreign countries for handling of mail; 
and for expenses [exclusive of personal services, necessary for operation of 
Government-owned highway post office transportation service: $575,620,000) 
of delegates attending mectings and congresses for the purpose Of making postal 
arrangements with foreign governments pursuant to law, which may be paid 
in the discretion of the Postmaster General and accounted for solely on his cer- 
tificates ; $708,219,000. 

EXPLANATION OF ESTIMATE 


Under this appropriation there are now grouped all charges for the transpor- 
tation service, including that of the administration in Washington. The esti- 
mate for 1955 indicates a reduction of approximately $17 million; however, 
as the 1954 total includes approximately $20 million for subsidies paid to the 
airlines for the first quarter of that year, a nonrecurring cost, the actual iricrease 
is approximately $8 million, which amounts to approximately four-tenths of 1 
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percent. This small increase reflects the Department’s continued efforts to keen 
costs at an absolute minimum through the use of effective and efficient methods 


APPROPRIATIONS SUMMARY 


Transportation, 1955 


Comparative annual appropriation, 19538______ : $793, 986, 000 


Comparative budget estimates, 1954 ‘ te . 8389, 706, 000 


Reconciliation of estimate to current appropriation 


Annual appropriation, 1954 
Transfer of accounts from 
General administration, 1954 + iesciinialilles 7 $1, 302, 600 
Postal operations, 1954 . ; . 209, 488, 000 
Transportation of mails, 1954 OD, 389, 750 
Claims, 1954 . - stivintp dod vetndcbin anda 33, 000 
ok ae 720, 158, 350 


Total appropriation, 1954 = 
ree = ‘i .- 703, 219, 000 


Estimate, fiscal year 1955__ 
Estimated decrease in obligations, fiscal year 1955 2 16, 989, 350 


inalysis of estimated increase in obligations 





Activity and account 1954 1955 Decrease 
Administration of postal trar tation 
Salary and travel, transportation $1, 262, 600 $1, 269, 000 +-$6, 400 
Liaison expense, transportation 40, 000 41, 000 +-1, 000 
Subtotal 1, 302, 600 1, 310, 000 +-7, 400 
Mail handling in transit: Salary and travel, postal transporta- 
tion serv ice 187, 567, 000 186, 329, 000 1, 238, 000 
= 
Water transportation 
Powerboat service 3, 404, 000 3, 724, 000 +320, 000 
Foreign mail transportation 12, 500, 000 12, 807, 000 +307, 000 
Subtotal 15, 904, 000 16, 531, 000 +-627, 000 
= : =: = 
Truck trans 
Mail me er service 21, 866, 000 22, 513, 000 +647, 000 
Star route service 438, 348, 000 | 45, 573, 000 +-2, 225, 000 
Contract highway post offices 2, 590, 000 5, 029, 000 +-2, 439, 000 
Government highway post offices 87¥, 000 125, 000 — 754, 000 
Short-haul truck service 9, 718, 000 12, 789, 000 +3, 071, 000 
Subtotal 78, 401, 000 86, 029, 000 +-7, 628, 000 
Rail transportation: Railroad service 348, 381,000 | 344, 041, 000 4, 340, 000 
Air transportation 
Domestic airmail service 48, 391, 000 40, 498, 000 —7, 893, 000 
Foreign airmail service 29, 545, 750 19, 725, 000 —9, 820, 750 
Subtotal 77, 936, 750 60, 223, 000 —17, 713, 750 
Terminal and transportation charges by foreign countries 10, 633, 000 8, 756, 000 —1, 877, 000 
Indemnities, foreign mail: Indemnities, international mail 33, 000 —33, 000 
Total transportation 720, 158, 350 703, 219, 000 —16, 939, 350 


I expect you are going to have to get along with roughly about $17 
million less than you hs ad last year. Some ‘of those are small items. 

“Administration and postal transportation,” $7,400 increase; “Mail 
handling in transit,” there is a reduction of $1,238,000, and the basic 
reason for that is what? That is an sponeaiantal account, No. 251. 

Mr. Auten. That is the reduction in postal tr ansportation service 
salaries and in tr aveling expense. 

Senator Dirksen. Would it account for reduction in force? 

Mr. Aten. Yes, sir. 
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Senator Dirksen. Now, let’s see. Water transportation. You are 
asking for more for powerboat service and foreign mail transporta- 
tion. a total of $627,000. That would be increased volume, I take it? 

Mr. Auten. Additional volume. 

Senator Dirksen. On truck transportation you have mail messenger 
service, $647,000. 

Mr. Auten. That represents normal increase in cost, and in ad- 
ditional service. 

Senator Dirksen. A substantial increase of a little over $2 million in 
tar route service. Has there been an addition in the number of star 
routes ¢ 

Mr. Auuen. That is correct, Senator. That represents the transi 
tion from railroad to motortruck. 


HIGHWAY POST OFFICES 


Senator Dirksen. Oh, yes. Then contract highway post offices, $2 
million plus. Are those the postmobiles ¢ 

Mr. Auten. That is correct. 

Senator Dirksen. Are there more of those in service now / 

Mr. ALLEN. It is basically 

Senator Dirksen. Really the postmobiles are Government highway 
post offices, aren’t they ? 

Mr. Auten. You could call them that, yes. We have the contract 
highway post offices and the Government highway post offices. We 
are converting the Government-owned to contract. 

Senator Dirksen. Entirely? 

Mr. Auten. Well, as fast as we can because of lower costs. 

Senator Dirksen. So that will show up in the future as just one 
item ¢ 

Mr. Auten. Eventually. 

Senator Dirksen. And they will be all contract post. offices on 
wheels? 

Mr. Auten. That is correct. 

Senator Dirksen. Now there is a $3 million increase in short-haul 
truck service. 

Mr. Ar.eNn. That is the diversion from rail to the intelligent use 
of motortrucks. 

STAR ROUTE CONTRACTS 


Senator Dirxsen. Last year you will remember there was a good 
deal of controversy about this matter of contracts on star routes. 

Mr. Auten. Yes, sir. 

Senator Dirksen. There was some scolding, that either prices were 
not high enough or the wrong fellow got them. I know a good deal 
of it went across my desk at the time. 

Would you like to give us a statement now on that ? 

Mr. Aten. I would like to say this. Last year when we came into 
this activity we conducted a survey of 10 percent of the star routes 
in the so-called first contract section, representing the Eastern Sea- 
board States. 

Based on our survey and review of conditions, prices, et cetera, it 
was indicated that economies of approximately $140,000 could be ef- 
fected, and they were effected. 
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If we can, or as we can, follow that same prnepie of surveying 
all star routes, not just 10 percent of a certain section, but all of them, 
and if the pattern throughout the country would be the same as we 
found in the 10 percent, it is estimated that the overall cost to the 
Government would be reduced approximately $5 million. 
That is a very tedious task, although we are making real progress 
on it in conjunction with the Contract Section covering the west 
coast at the present time. 

Senator Dirksen. Ina general way how many of those contract and 
star carrier routes are there ? 


Mr. Auwen. Roughly 12,000. 
ol, 


Senator Dirksen. Now I assume that those contracts expire year 
after year so that in every year— 

Mr. Atten. Four-year contracts with a certain portion expiring 
every year. 

Senator 


The figure is 11,747 as of December 


Dirksen. So that the work of going through those will be 
a continuing effort to see whether or not some economies can be ef 
fected, and yet do the decent thing by those who have to make some 


investment in trucks and other « equipment in order to carry their job 


Mr. Auten. That is correct, sir. 
AIR TRANSPORTATION 
Senator Dirksen. Then we have air tr ansportation, which shows 


a decrease of roughly $8 million in domestic airmail service and near ly 
$10 million in foreign airmail service. 

Mr. Atien. That is the subsidy. 

Senator Dirksen. That comes out because that is a tr: ners ‘r item. 

Mr. ALLEN. Subsidy for the first quarter of this fiscal yea 

Senator Dirksen. So I think that takes care of it catia well. 
Terminal and transportation charges by foreign countries. 

Mr. Atten. That represents the amount charged to us by foreign 
countries under international agreements that are existing in ¢ onjunc- 
tion with the movement of mail. 


FURTHER DISCUSSIONS OF CATALOG MAIL 


Senator Dirksen. Will you clear up for us now this catalog situ- 
ation about which there was some discussion ? 

Mr. Auten. Mention was made of the catalogs moving in the mail 
at the height of the Christmas season. 

Senator Dirksen. May I say for the record the question, I think, 
was either brought up by Senator Johnston or Senator Kilgore. 

Mr. Auten. Senator Maybank. 

Senator Dirksen. That mail-order houses were rather flooding the 
mails with heavy mailings of catalogs just about the time when you 
were reaching the peak of the year-end mail. ‘To be sure, it isn’t an 
item that you could control except by agreement or by understanding 
with the heavy mailers in that field. But at least I am assuming 
that you do know pretty well what the picture is and it might merit 
some clarification now. 

Mr. Auten. The practice for a number of years has been for the 
postal transportation service to indicate to the mail-order houses at 
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Christmas time when they, the postal transportation service, wanted to 
accept these catalogs. The thought has been that catalogs should be 
placed in the mail at a time when they could be most economically 
handled in the postal service. 

The practice has been for a number of years to get the catalogs in 
the mail while the maximum number of people are employed to per 
mit their expeditious movement, at lowest cost. 

As a matter of fact, I recall instances a number of years ago where 

ittalogs did not get into the mail when the PTS wanted them, and 
when they did hit the mail, it became necessary for the PTS to employ 
idditional people, in order to handle them. 

I think the procedure is logical and is the most economical way of 
handling the catalogs. There might be some problems in the local 
post. offices which the postal transportation service wouldn’t know, 
but I think it should be made clear that this year as well as in previous 
vears the catalogs did move when requested by the postal transporta 
tion service. 

Senator Dirksen. You predicated that pretty well on the time of 
the maximum number of subs at work so it can be handled and since 
there is really no time limit on them, you get them delivered when 
vou can within reason that it would be a good time to handle them, 
and you then avoid ups and downs at some other times as far as per- 
sonnel are concerned; is that correct ¢ 

Mr. Atuen. That is correct; there could be some problems in local 
post offices, but the practice has been for the Postal Transportation 
Service to indicate when they wanted this because the preponderance 
of those go in the mail through the Postal Transportation Service. 

Senator Dirksen. We have a decrease in the finance item of a little 
over $9 million, and I see that the bulk is in stamps and accountable 
paper. 

The appropriation estimate and related material will be inserted 
in the record at this point. 

(The material referred to follows :) 


APPROPRIATION ESTIMATE FOR FINANCE 


For expenses necessary for the administration of the financial service of the 
Post Office Department, including the procurement of stamps and accountable 
paper ; $8,501,000, 


EXPLANATION OF ESTIMATE 


This appropriation covers all activities under the Assistant Postmaster Gen- 
eral in charge of the Bureau of Finance. The primary expenditures are, of 
course, for stamps and accountable paper. As expenditures from this account 
are dependent wholly upon the demands of the public there is very little room 
for change. The estimate indicates a reduction of $9,419,000 which is due 
entirely to the elimination of stamped envelopes and unpaid money orders, pro- 
posed for payment out of postal revenues for 1955, resulting in no change in 
requirements for other items. 


APPROPRIATIONS SUMMARY 


Finance, 1955 


Comparative annual appropriation, 1953 ; $16, 574, 000 


Comparative budget estimates, 1954..-~~-.----------- sions: Wig a 
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Reconciliation of estimate to current appropriation 


Annual appropriation, 1954 sone ic addnateniottcon aaa 
Transfer of accounts from: 


General administration, 1954 aiid al Bie bedite ditt listed $873, Ov 
Postal operations, 1954 chines ae + 
Claims, 1954 ella sceatlllieetalilea 765, OK 

Total appropriation, 1954 iL BFR Ot 


Estimate fiscal year 1955 jab ea acthaiinded 8, 501, OOK 
Estimated decrease in obligations, fiscal year 1955. __- 9, 419, 00 


inalysis of estimated decrease in obligations 


Activity and account 1954 | 1955 Decrease 
Financial service | 
Salaries and travel, finance $873, 000 $873, 000 
Stamps and accountable paper 16, 282, 000 7, 628, 000 $8, 654, 00 
Unpaid money orders 765, 000 765, OO 
Total finance 17, 920, 000 | 8, 501, 000 9, 419, 0 


Mr. Rosertson. We are asking for a change of language so that we 
can pay for stamped envelopes out of their receipts and not ask fo1 
separate appropriation to pay for them. 

Senator Dirksen. So language will take care of that? 

Mr. Rozertson. Yes, sir. 

Senator Dirksen. Would that be in the nature of a revolving fund ‘ 

Mr. Rorserrson. That is about what it amounts to. 

Senator Dirksen. Would it be on an annual basis? 

Mr. Roserrson. It would be on an annual basis. 

Senator Dirksen. But it would be in the nature of a revolving fund? 

Mr. Roserrson. Yes, sir. 

Senator Dirksen. And you just pay out of receipts? 

Mr. Roserrson. Yes, sir. 

Senator Dirksen. So it doesn’t have to be carried in the direct 
appropriation account. 

Mr. Rozerrson. That is right. 

Senator Dirxsen. That explains that item. Mr. Kieb, I think, 
covered facilities pretty well earlier while we were discussing this 
matter generally. I know of nothing else that we need to make in- 
quiry about. The appropriation estimate and related material will 
be inserted in the record at this point. 

(The material referred to follows:) 


APPROPRIATION ESTIMATE FOR FACILITIES 


For expenses necessary for the administration and operation of postal facili- 
ties, buildings, vehicies, and field postal communication service; procurement of 


postal supplies and equipment ; storage and repair of vehicles owned by, or under 


control of, units of the National Guard and departments and agencies of the 
Federal Government where repairs are made necessary because of utilization 
of such vehicles in the postal service ; $126,010,000. 
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of Facilities, 
build 


ings have been erected for the postal service since 1988 and the equipment and 
quarters generally deteriorated to such an extent during and after the war, 
it is of extreme importance from the standpoint of economy and efficiency that 
in orderly attempt be made to provide adequate equipment as well as to improve 


facilities already in use 


As indicated in the detail of the justifications, it is 


for these purposes that the additional $12,515,000 is requested for 1955. 


APPROPRIATIONS SUMMARY 


Facilities, 1955 
Comparative annual appropriation, 1953 


Comparative budget estimates, 1954 


Reconciliation of estimate to current appropriation 


Annual appropriation, 1954 
rransfer of accounts from: 
General administration, 
Postal operations, 1954 


1954 


Total appropriation 
Estimate, fiscal year 1955 


Estimated increase in obligations 


Analysis of estimated increase 


Activity and account 


Administration of postal facilities 
Salaries and travel, facilities 
Salaries and travel, regional facilities personnel 


Subtotal 


Local transportation 
Vehicle hire 
Government vehicle operations 
Purchase of vehicles 


Subtotal 


Operation of buildings | 
Communication service 
Rents 
Fuel and utility services | 
Building supplies, equipment, and maintenance 


Subtotal 


General postal supply service 
Printing, supplies, and equipment, departmental service 
Salaries and travel, supplies and equipment 
Equipment shops 
Modernization of MES (1) 
Postal supplies and equipment 
Printing, field service 


Subtotal 


Total facilities 


MOTOR VEHICLES CONTEMPLATED 


in obligations 


1954 


$1, 263, 000 
871, 000 


2, 134, 000 


13, 357, 000 
10, 253, 000 
2, 391, 000 


26, 001, 000 


2, 283, 000 
32, 287, 000 
10, 986, 000 
5, 302, 000 





50, 858, 000 


950, 000 


312, 000 | 


3, 633, 000 
500, 000 

25, 787, 000 
3, 320, 000 


34, 502, 000 


113, 495, 000 








$99, 918, 200 


126, 268, 200 


3, O84, 000 
110, 411, 000 


113, 495, 000 
26, 010, 000 


12, 515, 000 


1955 Increase 
$1, 318, 000 | $55, 000 
1, 390, 000 | 519, 000 
2, 708, 000 574, 000 
12, YS, OOO 369, 000 
10, 586, 000 | 333, 000 
4, 542, 000 | 2, 151, 000 
28, 116, 000 2, 115, 000 
2, 773, 000 490. 000 
37, 413, 000 5, 126, 000 
11, 737, 000 751, 000 
8, 571, 000 | 3, 269, 000 
60, 494, 000 | 9, 636, 000 
701, 000 | 249, 000 
208, 000 — 104, 000 
4, 320, 000 | 687, 000 
— 500, 000 
}, 173, 000 386, 000 
3, 290, 000 — 30, 000 
34, 692, 000 190, 000 
126, 010, 000 12, 515, 000 


Under “Administration and postal facilities” there is an increase of 


$574,000. 


Under “Local transportation” you have an increase of 
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$2,115,000, of which $2,151,000 will be for new vehicles. Is Mr. Kieb 
here ? He is gone. 

Mr. Bruce, would you know how many vehicles are contemplated 
there? 

Mr. Bruce. Yes, sir, 2.278. 

Senator Dirksen. Are those all replacements or will there be some 
in addition to replacements? 

Mr. Bruce. They are virtually all replacements. Our program is 
to replace them when they reach an age where it is no longer economi 
eal to operate them. 

Senator Dirksen. Generally what is the mechanical condition of 
vour fleet now ¢ 

Mr. Bruce. We are in very good shape now. We have no trucks 
that are overage 

Senator Dirksen. There has been a tendency in Government. to 
run them until they become old chariots that cost more to operate than 
they should, and good business practice would indicate they ought to 
be traded in. 

These will be all replacements, virtually, to keep your fleet up to 
date? 

Mr. Bruce. That is right. 


OPERATION OF BUILDINGS 


Senator Dimxsen. On “Operation of buildings, communication 
service, rents,” that is the largest item there, and “Building supplies, 
equipment, and maintenance.” That would account for a little over 
eight and a half million of nine million six. New buildings, I pre 
sume, have come into the service, haven’t they? 

Mr. Broce. Only to the extent of leasing them. 

Senator Dirksen. Yes. 

Mr. Bruce. And the additional $5 million is for the purpose of 
relieving the heavily congested areas in the larger post. offices and 
as you know, we are literally bursting at the : seams In all our large 
offices and must lease additional space and that is $5 million for that 
purpose, 

Senator Dirksen. Not for building, there is no building money 
in this, this is wholly for leasing? 

Mr. Bruce. That is correct, the building may be constructed for 
us to lease, but we cannot under the law construct buildings. 

Senator Dirxsen. That will relieve the congestion somewhat. in 
these large centers? 

Mr. Bruce. That is correct. The principal difficulty we are having 
is over the years in order to get around this we have put in many 
small units of stations and branches in order to decentralize. The 
ideal plan is to put mail handling operations in one place with ade- 
quate facilities built for the purpose rather than scatter them over 
a large metropolitan area 


LEASING AUTHORITY 
Senator Dirksen. What is your authority for leasing? 


Mr. Bruce. We may lease for 20 years; we have had the law for 
post offices since 1920; for garages since 1950. 
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Senator Dirksen. Are those straight leases without recovery of the 
property ¢ 

Mr. Bruce. Yes, straight leases. 

Senator Dirksen. Gentlemen, I think that is about all unless you 
have something for the good of the order you would like to tell me 
or tell me how I can chip maybe twenty-five or fifty millon out of 


this budget. 

The changes in language and appropriations structure together 
with explanations will be inserted in the record at this point. 

(The material referred to follows :) 


New LANGUAGI GENERAL PROVISION 


Nee 05. During the current fiscal year, and under such regulations as may 
be prescribed by the Postmaster Ge neral, not to exceed an aggregate of $100,000 
shall be available from any funds available to the Post Ofice Department, as 
may ve determined by him, for expenses necessary to enable the Department 
to participate in Federal or non-l’ederal training programs and for necessary 
capenses of training officers and employees (both departmental and field postal 
services) in such subjects or courses of instruction in either Federal or non 
Vederal facilities as will contribute to the improved performance of their oficial 
duties: Provided, That not more than forty-five of such officers and employees 
may participate in any training program in a non-Federal facility which is of 
more than ninety days duration, 


EXPLANATION OF LANGUAGE CHANGI 


The proposed new language authorizes the Postmaster General to spend not 
to exceed $100,000 for expenses necessary to enable the Department to partici 
pate in Federal and non-Federal training programs and for the necessary 
expenses of training officers and employees in such subjects or courses of instruc 
tion as will contribute to improvement in the performance of their official duties 
This proposal authorizes the Department to expend modest sums for the training 
of officials in institutions generally of the collegiate level offering short, intensive 
courses in subjects applicable to postal operations, such as safety training, work 
simplification methods, executive training, ete 

See, 206. Hereafter, the expense of manufacturing embossed stamped envelopes 
(printed or unprinted) shall be paid out of the revenue derived from the sale 
of such envelopes 


EXPLANATION OF LANGUAGE CHANGI 


A new section has been proposed which will authorize the Department to pay 
for the expense of manufacturing stamped envelopes, the payment of indemnities 
for loss of or damage to registered, insured, and collect-on-delivery mail from 
revenues in lieu of appropriations. In a similar manner, a proposal is included 
to pay for money orders more than 1 year old from the proceeds from the sale 
of money orders rather than from appropriated funds. Each of these changes 
will provide for a more businesslike method of meeting such expenditures and at 
the same time permit the Department to improve its accounting in that respect. 
The deficit will not be affected one way or another as expenses of this type will 
reduce the revenue rather than increase the need for appropriations, 


Sec. 209. Appropriations in this title shall be available for payment to the 
General Services Administration of such additional sums as may be necessary 
for the repair, alteration, preservation, renovation, improvement, and equipment 
of federally owned property used for postal purposes, whenever the Postmaster 
General shall determine that expenditures for such purposes will result in 
improved efficiency and economy in the postal service, 


EXPLANATION OF LANGUAGE CHANGI 


An additional change has been proposed which is not in the printed justifica 
tions to the effect that the Department may be authorized to transfer funds 
to the General Services Administration for the repair, alteration, preservation, 
renovation, improvement, and equipment of federally owned property used for 
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postal purposes whenever the Postmaster General shall determine that expendi 

tures of such funds will result in improved efficiency and economy in the postal 
service. In connection with the investigations and surveys of post offices it 
often develops that through the making of minor changes or alterations conside, 
able economies can be effected. As the General Services Administration seldom 
has funds available for this purpose because of their backlog of m: ijor changes 
and improvements, it would be advantageous to the Department to have author 

ity to transfer funds to the General Services Administration for the performance 
of work of this nature when it is known that savings will be sufficient to pay 
the cost. You will note from the justifications that no additional funds have 
been requested for this purpose as we contemplate that no transfers will be 
made unless savings in operations of the postal service will defray the full cost 


CHANGES IN APPROPRIATIONAL STRUCTURE 


The submission for 1955 provides for 5 appropriations in lieu of 
4 as presently authorized. The new appropriations are “Administra 
tion,” “Operations,” “Transportation,” “Finance,” and “Facilities.” 

It will be noted from the structure of the appropriations that “Ad- 
ministration” covers the administration of the postal service by the 
Postmaster General and his staff, including the Inspection Service. 
The remaining four are under the jurisdiction of the four major 
operating bureaus and clearly define their sphere of responsibility. 

The reason for these changes are twofold: 

1. In order to meet the objections raised by the Appropriations 
Committee in the House as reflected on page 20 of report No. 416, 
dated May 13, 1953. This criticism stated that the activity schedules 
used did not lend themselves to ease of presentation before the com- 
mittee, particularly with respect to the testimony given by depart- 
mental officials because of the fact that one official may have many 
accounts scattered among several activities. On the 5 appropriation 
basis the activities are so scheduled that each official may at ae his 
testimony at 1 appearance conserving the time of the committee as 
well as that of the departmental officials. 

. The second reason for the proposed change is that each of the 
major operating bureaus has complete 1 responsibility for one appro- 
priation in lieu of having activities under his control scattered among 
several appropriations. This obviously makes for better control as 
well as for better administration. 

Mr. Bruce. We would like to make a quick comment on the 

$3,269,000 item on “Building supplies and equipment.” All of this 
increase is for the light and color program, I believe that Mr. Kieb 
commented on that. 

Senator Dirksen. Which is a General Services battle really. 

Mr. Bruce. They will do the work and we will pay them. 

Senator Dirksen. Gentlemen, we thank you very much. 

(Whereupon, at 5:05 p. m., Tuesday, January 26, 1954, the com- 
mittee adjourned.) 
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MONDAY, MARCH 22, 1954 


Unrrep STaAtes SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to call, in room F-39, the 
Capitol, Hon. Everett McKinley Dirksen, presiding. 
Present: Senators Dirksen, Smith, Maybank, Robertson, and 
Magnuson. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


STATEMENTS OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY; MARION B. FOLSOM, UNDER SECRETARY; H. CHAP- 
MAN ROSE, ASSISTANT SECRETARY; EDWARD F. BARTELT, 
FISCAL ASSISTANT SECRETARY; WILLIAM W. PARSONS, ADMIN- 
ISTRATIVE ASSISTANT SECRETARY; AND W. L. JOHNSON, 
BUDGET OFFICER 


GENERAL STATEMENT 


Senator Dirksen. We are delighted to have the Secretary of the 
l'reasury with us this afternoon. Before we start I think it might be 
well to note that the Treasury Department request for fiscal 1955, in 
the amount of $578,783,000, reflects a reduction of $33,212,000 when 
compared to the adjusted figure of $611,995,000 appropriated in 1954. 

Mr. Secretary, | assume you have a statement you would like either 
to read into the record or to highlight for the benefit and edification 
of the committee ? 

Secretary Humpurey. Mr. Chairman, it is short, and I can prob 
ably read it about as quickly as I can highlight it. 

Senator Dirksen. Probably so. 

Secretary Humrurey. With your permission, I shall proceed to 
reac it. 

I appreciate the opportunity to meet with you here today on the 
Treasury’s appropriation requirements for the fiscal year 1955. I 
know that both this committee and the Treasury want to provide the 
\merican people with the Government services which are essential 
with the most effectiveness and the least cost. Our budget for the 
fiscal year 1955 has been prepared with that objective firmly in mind. 
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This objective and the trend toward reductions in spending which 
we are determined to accomplish are quite clearly demonstrated in the 
specific Treasury budget which is before us this morning. 

While making these reductions in spending, I should mention that 
most of the ‘Treasury bureaus are actually carrying bigger workloads. 
I mention this only to point out that in the Treasury we are cutting 
spending but increasing efficiency and providing all that we think 
are essential services. I am sure this is consistent with your commit 
tee’s desires. 

Before we proceed to the specific bureaus’ and agencies’ requests, | 
should like to mention some of the typic al ex: amp les of sav ing’s which 
we have been able to achieve through better efficiency, elimination of 
activities, or changes in procedures. 


INTERNAL REVENUE SERVICE SAVINGS 


In the Internal Revenue Service, savings of $13.9 million result from 
action such as reduction of field supervisory offices from 17 to 9, elimi 
nation and decentralization of work previously performed in the 
national office, installation of a new system for handling income tax 
and information returns, and elimination of 5 million excise tax re- 
turns annually by changing the filing period from monthly to quar 
terly. These savings made possible a substantial cut in the Revenue 
Service expe nditures, for the current. fise al year, permitted shifting 
of manpower to high priority tasks which had been undermanned. 
and released funds which could be used for the absorption of postag 
charges and other increases in operating expenses. It was primar ily 
because of these savings that we are able to hold Re venue Service esti 
mates for fiscal 1955 to the same level as the appropriations for fiscal] 
1954, and maintain sufficient forces to begin to reduce the large back- 
log accumulation of undetermined cases and the collection of past due 
accounts. 

Senator Maynanx. Mr. Chairman, does the Secretary mind being 
questioned, or shall we wait until he finishes ? 

Secretary Humpnrey. Just as you prefer, Senator. 

Senator Maynank. I just wanted to say th: it 1 want to congratulate 
the Bureau on this particular statement and I quote : 

In the Internal Revenue Service, savings of $13.9 million result from action 
such as reduction of field supervisory offices from 17 to 9, elimination and 
decentralization of work previously performed in the national office, installation 
of a new system for handling income tax and information returns, and elimina- 
tion of 5 million excise tax returns annually by chs inging the filing period from 
monthly to quarterly. 

I have heard from business people and taxpayers, all of whom are 
so happy to have these i Ligon sx, locally rather than having 
to go to a regional office or to Washington. This doesn’t, by any 
chance, decrease the number of internal revenue agents that Mr. An- 
drews may desire to have in the areas ? 

Secretary Humpurey. No. 

Senator Maynank. Because I have great respect for what Mr. An- 
drews has tried to accomplish. 

Secretary Humpurey, I am glad to hear you say that, Senator, be- 
cause we have had some very compliment: ry remarks about it in con- 
nection with expediting the Service. 
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Senator Maypank. There is also a savings on railroad fares and so 
forth. 

Secretary Humrnrey. That is right. 
Washington, they get it done at home. This is what that permits us 
to do: We reduc ‘ed the forces here subst: intially, and then put that 

ime number of people to work on high priority jobs on collecting 
money, so that we have more people collecting money than we formerly 


Instead of having to go to 


iad, and less overhead. 
Senator Maysank. Thank you, Mr. Chairman. 


FISCAL SERVICE SAVINGS 


Secretary Humrurey. The three Fiseal Service bureaus are achiev- 
ng $9.9 million savings from improvements in mechanical and other 
rocedures, consolidation of organization units, decentralization of 
mdit and destruction of unfit currency to Federal Reserve banks, re- 
duction of currency costs due to tec hnological improvements in the 
Bureau of Engraving and Printing, and elimination of activities 
euch as over-the-counter sale of savings bonds by post. offices where 
other issuing facilities are available. 


SALE OF SAVINGS BONDS 


Senator Maynank. There again, if I may 
was in touch with you by te legri im last fall. 

Secretary Humpnrey. | remember. 

Senator MAYBANK. It was at the time of this transfer, that I received 
a number of complaints. I might say that there have been none 
ince. Has the trade generally become accustomed to it? As I recall 
the bankers thought they were doing something for nothing and the 
_ office should continue. 

Secretary Humpurey. I think it is all switched around now. I think 
that ina great many places they anetres that they weren’t going to be 
available. that it would be hard to buy them. I think there is no 
difficulty about it at all now. 

Senator MAYBANK. I would be right in believing that last fall when 
this was put into effect there were numerous « ‘complaints ¢ 

Secretary Humpurey. There were quite a lot of people who didn’t 
think it would work. The y thought it would make a hardship and we 
wouldn’t get as many bonds sold, and so forth. 

Senator Maysank. But now it is working out ? 


say so, Mr. Secretary, I 


BurREAU OF CusTOMS 


Secretary Humrurey. It is working out all right. 

In the Bureau of Customs, $2.2 million savings are being effected 
through extension of sampling techniques to additional imported 
commparlition, installation of a selective system for eXamining passen- 

r baggage, simplification of appri aising and other procedures, and 
Shain ition of activities such as port patrol roll calls and giving in- 
creasingly attentive and courteous service promptly to the public. 

I would just like to say in that connection that we have had many, 
many complimentary letters about the expedition of the process of 
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putting people through customs. It is apparently very substantially 
improved in a number of places where it was pretty bad. 

Senator MaypBank. I believe they were pretty badly backlogged i) 
New York and a few points in California. 

Secretary Humpnrey. We still have quite a backlog, but I think Mi 
Rose, who will talk to you about that, will tell you that they are mak 
ing plans to make some progress on that. 

Senator Maynank. Along the line of obtaining the duties so that 
the goods can be released is that correct ? 

Secretary Humpurey. Get the goods and get them out through the 
customs. 


COAST GUARD 


The Coast Guard is effecting over $60 million in reductions through 
curtailment or sharing the costs with others in connection with activi 
ties such as maintenance of ocean stations, military readiness, search 
and rescue, and port security shore patrols. 

Senator Ronertson. May I ask a question there? 
much when you cut them $60 million ? 

Secretary Humpnrey. No, they were very helpful in doing it, and 
it ee out very well. 

Mr. Rose—that is part of his responsibility—will point out to you 
a little later the substantial saving that was effected by working in di 
rect cooperation with the Navy and sharing expenses with the Navy, 
which I think isa very important thing. It isa basic principle, gentle 
men, that I will just speak about, and then Mr. Rose can follow that in 
detail. But it isthe same thing that has happened with the Post Office. 
I believe, and it has always been my experience in business, that any 
one who asks for a service ought to pay for it. If the fellow who 
asks for the service has to pay for it, he is much slower in asking for 
it, and he doesn’t demand so much. Now, with the Post Office, all the 
departments rode free, and when the post office was permitted to charge 
all of us, as they are now doing, I think it has made everybody pay a 


Did they protest 


little more attention. Now, as Mr. Rose will tell you, there were some 
instances where the Navy could ask the Coast Guard to do things. 


We worked out the same basic principle that we would do whatever 
they wanted done, but what we did for them at their request they would 
have to pay for, and the result was that we made a substantial saving. 


LIMITATION ON AIRPLANES 


Senator Roserrson. Do you think the limitation on airplanes has 
crippled them in any way? By that I mean the limitation placed on 
the purchase of new planes, which forces them to take over second hand 
planes. 

Secretary Humpurey. I don’t believe it has hurt them a bit. 
it is in perfectly good order. 

Senator Ronrerrson. What about personnel ? 
tially reduce the personnel ? 

Secretary Humpnrey. Yes, this reduces the personnel. 

Senator Ronertson. Does it affect their training school? 

Secretary Humpnurey. No, not the training school. It 
degree of war readiness, but not the training school. 


I think 


Does this substan- 


affects the 


TR 


In proce 
yequiremen 
Soon su 
the: actual 
(The tal 


{nnual app? 


4. Regular an 
a1) Col 


(2) Fis 


(3) Co 
(4) Ot 


8. Permanes 
a) li 
‘ 2) . 


Secr 
double 
items 
Beyon 
items | 
fix the 

Sen 
page ¢ 

sec 
Sen 
estim: 
Hous 
Sec 
Sel 
listed 


1955 
substantially 
acklogeed 


it I think M) 


hey are mak 
uties so that 


through the 


Ons throug! 
With activi 


ness, searc] 
they protest 


olng it, and 
out to you 
rking in di 
1 the Navy. 
iple, gentle 
low that in 
Post Office 
. that any 
fellow w ho 
asking for 
lice, all the 
d to charge 
Mody pay a 
were some 
do things, 
) whatever 
hey would 
lal saving. 


planes has 
placed on 
‘ond hand 


I think 


substan- 


fects the 





TREASURY AND POST OFFICE APPROPRIATIONS, 113 


1955 
[In proceeding to a detailed discussion of the Treasury’s estimated 

yequirements for fiscal 1955, 1 want to present at this point, for the 

yecord, a summary table showing these requirements as compared with 

the actual money appropriations for fiseal 1954. 
The table referred to follows :) 

1954 / 


al appropriations for Treasury Department for 


and estimated requirements 
for 1960 
{Millions of dollars] 
Description A ppropria Estimate I epee: We 
tions, 1054 19. 
Regular annual appropriations for operating the Treasury 
1) Collecting the revenue 
Internal Revenue Service 26. 0 2. 0 
Bureau of Customs 40.5 40.0 0.! 
(2) Fiscal service 
Bureau of Accounts 12.8 17.3 +4. 
Bureau of the Public Debt 50.0 if.4 1.6 
Office of Treasurer, United States 17.4 15. 6 1.8 
3) Coin: Bureau of the Mint 4.7 4.5 2 
4) Other bureau 
{ Coast Guard 211.9 181.2 30.7 
Bureau of Narcotic 2.8 2.8 
{ Secret Service 3.6 3.4 ; 
Administrative offices of the Secretary 2.4 2.6 +2 
ubtotal, regular annual appropriations for 
operating the Treasury 612.0 S78. 8 33. 2 
ermanent appropriations 
1) Interest on the publie debt 6, 526.0 6, 800. 0 +-275.0 
») Publ debt retirements payable from ordinary 
receipts and other statutory requirement 620. 2 620.0 2 
Refund of moneys erroneously received and cov 
ered ! l 
4) Interest on utr vested trust funds 0 | tl 
Refunds and drawbacks, customs 20. 0 0 
6) Refunding internal revenue collection + 070.0 2. 728.0 342.0 
Contributions for annuity benefits, White House 
Police and Secret Service forces l 1 
Subtotal, permanent appropriations 10, 241.8 10, 174.7 67.1 
—_ 
lotal, general and special accounts 10, 853. & 10, 753. 5 100.3 
», Trust account 6, 715.6 7, 533. 5 +817. 9 
I Grand total 17, 569. 4 18, 287.0 +-717.6 


BUDGET REQUEST 

Secretary Humrurey. If you will look down to where you see the 
double line in the middle of the page: Down to that point, those are 
items that we are responsible for and can control to some degree. 
Beyond that double line, and going on down the rest of the page, the 
items are largely fixed items, where various previous determinations 
fix the amount of money. 

Senator Roserrson. May I ask you if the itemization shown on 
page 3 is your budget as presented to the House / 

Secretary Humpurey. Is what! 

Senator Rozerrson. Is the table of appropriations for 1954, and 
estimate for 1955, shown on page 3, the budget as requested from the 
House ¢ 

Secretary Humrurey. That is right. 

Senator Roserrson. Did the House approve everything in there as 
listed on page 3 ¢ 
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Secretary Humpnrery. That is what we presented, and there is about 
$900,000 that the House disallowed. 

Senator Roperrson. Are you asking for that to be restored ? 

Secretary Humpnrey. We are not. We are going to go along 
without it. At least, I will put it this way, Senator: We are not at 
this time. 

Senator Rornertson. I see. 

Senator Magnuson. As I read the totals, here. Mr. 
are asking then for $17 million ? 

Secretary Humpurey. Will you go up to the middle of the page 
where those two lines are? 

Senator Magnuson. You have $275 million. 
amount, there. You can’t help that. 

Secretary Humrurey. Wait a minute. 
the $33 million ? 

Senator Magnuson : Yes. 

Secretary Humrurey. That is, we are asking for $33 million less 
than we had in the previous year. 

Senator Magnuson. For your operations? 

Secretary Humpnuprey. That is right. Now, if you go to the next 
ite m below that, you will see that is interest on the public debt. That 

up $275 million. 


Secretary, you 


which is il fixed 


Get above that. You see 


TRUST ACCOUNTS 

Then you go on down and those are minus moneys and then you 
get down to these larger amounts. The refunding of internal revenue 
collections is down $342 million. But when you get to the big 
amounts, you get down to the trust accounts. 

Senator Magnuson. What do you mean by trust accounts? 
is the big item. 

Secretary Humrnrey. That is the big item. What that is is this: 
We collect money from people who owe for old age pensions and all 
sorts of things. That money comes into the Treasury. Now, you 
gentlemen have to pass an appropriation to pass that from the Treas 
ury to the trust accounts. So the more we collect for those accounts, 
the bigger the appropriation has to be to pass the money into the ac- 
counts. It isa purely formula procedure, that just means that what 
ever money we collect, you pass the resolution to turn it over to us, 
directing us to turn it over to the trust accounts where it belongs. 

Senator Rorerrson. I thought the social security law authorized 
those payroll taxes to be evide need by bonds are re- 
ceived. 

Secretary Humrnrey. This isn’t bonds, Senator, this is the total 
amount of money that is collected. I can’t explain it to you, but there 
is some legal twist to it that requires that money be paid to the Treas- 
ury and not the trust accounts. 

Senator Roserrson. Is that $6 million or $6 billion ? 

Secretary Humrenrey. Six billion. 

Senator Rorerrson. That is bound to include the payroll tax, 

Secretary Humrnrey. That is $6,716,000,000 this year, and that is 
paid into the United States Treasury. And then we take that, on 


your authority, and turn it over to the trust funds and to the funds 
that it belongs to. 


That 


as soon as they 


TR 


Senator 
we! 
Secreta! 
Senatol 
Mr. Pa 
Secreta 
Senatol 
Secreta 
then it ¢ 
that meat 
did last \ 
Senato 
Secret: 
money 0 
Senate 
savings ¢ 
Secret 
we colle: 
is all it 1 
In thi 
and gro 
tions an 
the ann 
trol. ‘T 
types of 


The | 
million 
substan 
funds | 
Govert 


Our 
the fir 
pe arfor 
$33.2 1 
about 
istrati 


Bu 
prove 
age 0 
with 
ice, t 
the I 
sary 

Pr 
Trea 


1955 
there is abo 


stored ? 
to £0 alono 


Ve are not 


‘cretary, vo 
of the pag 


IS a fixed 


it. You se 
million les 


to the next 


lebt. That 


d then you 
ial revenue 
to the big 
its’ That 
is is this: 
ns and all 
Now, you 
the Treas 
- accounts, 
ito the ac 
hat what 
ver to us, 
ve longs. 
uthorized 
‘Vy are re 


the total 
but there 
he Treas 


tax, 

d that is 
that, on 
he funds 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 115 

Senator Roserrson. But we don't legislate each year on that, do 
we! 

Secretary Humrurey. Yes, each year. 

Senator Roserrson. I believe you are in error, sir. 

Mr. Parsons. It is a permanent appropriation. 

Secretary Humrurey. It goes into our budget each year. 

Senator Ronerrson. We don’t have to put it in our bill é 

Secretary Humrrrey. No, but it comes in this way every year, and 
then it goes in the appropriation into the trust funds. So that all 
that means there, is that we collected more money in this year than we 
did last year. 

Senator Roserrson. With more people working at higher wages 

Secretary Humrnrey. That is right. And we are turning the 
money over to the trust funds. 

Senator Magnuson. So actually if you leave that out, you show a 
aving's ¢ 

Secretary Humrnurey. That is correct. And 
we collected more money, sO We got more money to turn over. 
isallitis. It is just a transfer. 

In this table, the various appropriation items have been arranged 
and grouped so as to distinguish between regular annual appropria- 
tions and permanent appropriations. It is only in connection with 
the annual appropriations that Lam vested with administrative con 
trol. The other appropriations are dictated by statutes or by other 
types of fixed commitments. 


/ 


that is simply that 
That 


PERMANENT APPROPRIATIONS 


The estimates for permanent appropriations amount to $10,174.7 
million and for the trust funds $7,533.5 million. These include such 
substantial sums as interest on the public debt, $6,800,000,000; re- 
funds of taxes and customs duties, $2,748,000,000, and transfers to 
Government trust funds, $7,533.5 million. 


ANNUAL APPROPRIATIONS 


Our regular annual appropriation requirements are grouped in 
the first part of the table according to the nature of the functions 
performed and total $578.8 million. This represents a reduction of 
$33.2 million from the appropriations for the current fiscal year and 
about $86 million below the estimate submitted by the former Admin- 
istration for the fiscal year 1954. 


MALL COSTS 


But there is yet more to the story. Public Law 286, which was ap- 
proved August 15, 1953, provides in general for the payment of post- 
age on all official Government mail matter. This requirement falls 
with particular weight on such agencies as the Internal Revenue Serv- 
ice, the Division of Disbursement of the Bureau of Accounts, and on 
the Bureau of Public Debt, all of which have large volumes of neces- 
sary mailings. 

Present. estimates indicate that the additional mail costs to the 
Treasury resulting from this act will amount to $10.6 million in 1954 
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and $11.7 million in 1955. In other words, $11.7 million of our est 
mates for 1955 is for postage costs which, in the absence of Public Lay 
286, would not have been incurred. 

[ would say in passing, however, that I approve very heartily 
having them in here. 

Senator Magnuson. In other words, then, you had to assume a § 
million obligation, so that if that was not there, you would have pro! 
ably $43 million down instead of the $33 million. 

Secretary Humrnrey. Well, that would be adding $11.7 millioy 
postage costs to the reduction. 

Senator Magnuson. That is right. 


HOUSE REDUCTION 


Secretary Humpnrery. I would like to return for a moment to t!) 
general situation with respect to the requirements for regular operat 
Ing purposes. As the committee knows, the House of Representativ: 
passed the Treasury Department appropriation bill for 1955 on Fel 
ruary 18, 1954. The bill, as passed by the House, contained red 
tions tots aling $927,400 under the amounts of the estimates submitted 
to the Congress. Of this amount $107,400 is attributable to reduc 
tions in charges for printing and reproduction work which were an 
nounced by the Government Printing Office subsequent to the pre para 
tion of the 1955 budget estimates. Other reductions, which were in 
tended generally to encourage improved management and more effi 
cient procedures, aggregate $820,000. 

As I indicated in my letter of March 19, 1954, the Treasury is not 
requesting restoration of these reductions. Instead, we prefer to 
accept the challenge of finding better ways of doing things which 
these reductions impose. This will not be easy. I am sure that it is 
recognized that aggressive action along these lines was already neces 

sary under the budget programs as we presented them. In a number 
of instances allowances were alre ady made for potential savings which 
were not clearly in sight and for program assumptions that had not 
been completely est: \blished. Under the circumstances the impact of 
the additional House reductions will be particularly important in a 
number of places including the Bureau of Accounts, the Bureau of the 
the Public Debt, and the Office of the Treasurer 

Although we cannot say at this time exactly ‘what additional steps 
will be taken in each instance toward achieving improved manage 
ment and efficiency, the Treasury will be guided by the determinations 
made by the House and do our best to work out satisfactor y solutions 
tothe problems. If our best efforts in this direction should fail either 
because of uncontrollable workloads or for other reasons we will, of 
course, have no alternative but to come back before the Appropria 
tions Committees at a later date and seek supplemental funds to help 
us out. 

Mr. Folsom will give you a summary description of the budget 
estimates of the various bureaus. The several bureau heads will 
appear at your convenience to present full facts and answer your ques: 
tions. I should mention that in most of the bureaus the economies 
we have instituted are being accomplished in the face of increasing 
workloads, and that there is no prospect of this trend being re -versed 
in the coming fiscal year. 
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Senator Roserrson. Mr. Chairman, I would like to ask the witness 
. few general questions. 
Senator Dirksen. All right, sir. 


NATIONAL DEBT 


Senator Roperrson. Mr. Secretary, what is the present amount of 
the national debt ¢ 

Secretary Humpnrey. Well, I can’t tell you right today. It is 
ibout $272 billion. 

Senator Ronertrson. It is getting might close to the ceiling. 

Secretary Humpurey. Very close to the ceiling. 


REVENUE ESTIMATES 


Senator Ronertson. Do you still stick to the estimate of revenue 
that the President used in his January budget estimates, or do you 
think that revenue for the next fiscal year may go down some ‘ 

Secretary Humpurey. Well, Senator, we are making our estimates 
on revenue at only a little reduction from last year’s base. We are 
estimating our revenue on a pretty high base. 

Senator Ronerrson. Of course, whenever you get above $60 billion, 
“a little” could be big to me and little to somebody else. Could you 
put it in any different terms‘ Would it be one billion down? 

Secretary Humrnrey. No, you would have to figure it on the base of 
last year’s collections on each of the several items, and then add it up. 


rAX LEGISLATION 


Senator Ronertson. I wanted to ask you a few questions about 
some tax legislation. 

I am not talking now about what tax cuts there are going to be, 
because we don’t know yet, but I would like to ask you some ques 
tions about what the effect of some will be. But without tax cuts, I 
just want your estimate of the situation. 

Secretary Humpurey. Generally speaking, the revenues are esti 
mated about on the same level as last year, less, of course, the tax 
cuts that are already effective. 


EFFECT OF UNEMPLOYMENT ON REVENUE 


Senator Rornerrson. Well, would the fact that there are 314 million 
unemployed now—and the next returns may show 4 million unem 
ployed—cause you any concern in connection with your estimates, 
or would the amount of work they do for corporations that would 
be translated into taxes be a major concern ¢ 

Secretary Humrurey. It is a major concern if it continues through 
out the year, but up to date we haven’t seen anything yet that causes 
us to want to revise our estimates. 

Senator Ronerrson. Well, if it is 314 million now, and the next 
report, for March, shows 4, how high would it go before it would be 
high ? 

Secretary Humrnrery. Well, I don’t know. Nobody knows until 
you see how it works through. But up to date there is nothing to indi 
cate we won’t make our estimate of income. 








; 
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Senator Ronerrson. All right. Then we will proceed on the as 
sumption that we are going to collect. what the President estimated 

Secretary Humpurey. That is right. 

Senator Ronerrson. We are going to spend what the 
estimated ¢ 

Secretary Humpurey. That is about the way it looks today. 

Senator Rowerrson. You don’t see any prospect that we will cy 
military spending any more than the $5 billion that the President 
recommended ¢ 

Secretary Humpurery. There may be some relatively minor savings 
In expenses, but I think by and large, us We see the picture today, 
the estimates that we gave in the budget are just about in line, bot 
for income and outgo, 


Preside) 


ESTIMATED DEFICIT 


Senator Rorerrson. What. is your present estimate of what th 
deficit will be on June 30 next ? 

Secretary Humpnrey. 3.3 billion. 

Senator Ronerrson, That still won't 


necessitate any increase in the 
debt limit ? 


Secretary Humrurey. I think it will. We are not sure yet. We 
will make up our estimates as we get through a little closer. But the 


probabilities are that that will require a substantial increase in the 
debt. limit. 


INCREASE IN POSTAL RATES 

Senator Ropertson. When you helped the President prepare his 
budget message. you took credit for a large amount in increased postal 
rates. Do you think you are going to get it? 

Secretary Humpnrey. Whatever was in the budget we took credit 
for. 

Senator Roserrson. There was $150 million in the increase of first 
class mail from 3 cents to 4 cents. That is the item that is producing 
revenue now while all the others are losing money. 

Do you expect to get that. $240 million? 

Secretary Humpurey. We are stil] counting on it, 

Senator Ropertson. You haven't seen any tangible evidence of 
Congress putting that out, have you? 

Secretary Humrurey. We are still in hopes. 

Senator Ronerrson. With a tax cut of $1,200,000,000, the President 
said he would come out with $2.9 billion, but in doing that he took 
credit, in the bill the House has just passed, for $240 million on postal 
receipts which he does not have. Is that right ? 

Secretary Humpnurey. That is the revision bill. That is all in the 
estimates. 

Senator Ronerrson. I see. He took credit in receipts and disburse 
ments for a tax cut of $1,200,000,000, on the basis of which he said 
he would wind up with a deficit of $2.9 billion. 

Secretary Humpnrry. For next year, you mean ? 

Senator Rorerrson. Yes. 

Secretary Humpurey. That. is right. 

Senator Ronerrson. But in doing that, as I pointed out, he took 
‘edit for $240 million on postal receipts, which he hasn’t got. 
Secretary Humpnrry. Yes. 
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INCREASED PAY FOR CIVIL SERVICE EMPLOYEES 

Senator Ronerrson. But he did not charge against. expenditures 
hnything for increased pay for postal workers or civil-service employ- 
hes generally. 

Secretary Humrurey. That is right. 

Senator Rornexrson. Do you think there will be a pay-raise bill 
which will go through ¢ 

Secretary Humrurey. I can’t guess what Congress is going to do, 
Senator. You know a lot more about that than | do. 

Senator Dirksen. That is a legislative problem, Mr, Secretary. 

Secretary Humrurey. We have made no changes in our estimates. 

Senator Ronerrson. And you haven’t made any allowance for pay 
nerease ¢ 

Secretary Humrnurey. That is right. 

Senator Roserrson. Didn't you see in the paper that the President 
aid he would authorize a pay imerease in the classified seale figure ¢ 

secretary Humenrery. | don't beheve we can start out and keep 
revising our estimates just from day to day, or we would never know 
where we were, 

Senator Roserrson, The point I am leading up to is that you may 
wind up this next fiscal year with a deficit closer to $6 billion than 
42.9 billion, I just wanted to ask you, if that were the case, would it 
have an inflationary effect ¢ 

Secretary Humenrey. Yes, I think it would. 


TAX CUTS 


Senator Ropertson. The House passed a bill you didn’t recommend 
that cut your revenue $912 million, and then the Senate reported it out 
and added $50 million ¢ 

Secretary Humenrey. They said $50 million. 
be a little more than that. 

Senator Ronertson. They said $50 million, but you think it may be 


L think it may even 


more ¢ 

Secretary Humrnurey. It might well be more. 

Senator Rorerrson. The distinguished Senator from Illinois said 
that he is going to propose some more cuts that will cost between $890 
million and $400 million, 

Senator Dirksen. He doesn’t mean this Senator from Illinois. 

Senator Ronertson. The chairman was not the Senator from Ih 
nois who made that recommendation. I should call my shots. 

Then I read in the paper that another Senator, from Alabama, said 
that. he feels sure in connection with your 875-page tax revision bill— 
which to me looked like the whole Internal Revenue Code when L put 
my hand on it—the Senate would raise exemptions on that $200 apiece. 
How much would that cost ¢ 

Secretary Humpnrey. Nearly $5 billion. 

Senator Maenuson. $5 billion ? 

Senator Ropertson. $5 billion. A hundred would cost $2.4 billion, 
but two could cost more, because you get up into a little higher bracket, 
with a little higher rate. 
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Secretary Humpnrey. It is not as much as that. It is 214 for t 
first 100, and then it goes down a little, so it is somewhere betwee: 

41% and 5 for 200. 
Senator Roperrson. Now, my questioning is leading up to this 
Our fiscal affairs are not in too good shape, are they ? 


Secretary Humpurey. They certainly are not. 


DEBT CEILING 


Senator Roperrson. We are pressing on the debt ceiling right now, 


and you think we may be in a situation before the end of the veal 
when we would be breaking through ? 

Secretary Humpnrey. | think we are almost sure to. 

Senator Rosertson. And then, if we don’t spend any more than th 
President plans, and don’t cut any more than he plans, and we don’t 
have any scientific readjustinent, rollback, or whatever you may cal 
it, that reduces your revenue more, we will certainly have a $3 billio: 
deficit next year. 

Secretary Humreurey. That is right. 

Senator Rosertson. All right, But if we put through this excisi 


tax cut of $912 million, and then add about $500 million more to that. 


and then add about $5 billion of cuts to your code revision, what will 
the situation then be? 

secretary Humrurey. We would be up between eight and ten bi! 
lion dollars of deficit. 

Senator Roserrson. Well, suppose we have only $6 billion of deficit ? 
Would that, in your opinion, have an inflationary effect ? 

Secretary Humpurry. It has an inflationary tendency, Senator, and 
there isn’t any way to avoid it. 

Senator Roserrson. And isn’t one result of spending more money 
than you have goods being produced, an excess of money over goods 
to raise the price of goods? Wouldn’t that produce price inflation? 

Secretary Humpnrey. That is the very thing we have been fighting 
against for a year and trying in every way we could to stop, and we 
would be going right back on that same road. 

Senator Roserrson. You feel very strongly on the subject of a 
stabilized currency and a sound dollar? 

Secretary Humpurey. I do. 

Senator Ronertrson. Like the Scotsman said, you believe in money 
that the dog can’t chew up. 

Secretary Humpnrey. That is right. 

. 
PRICE INFLATION AND TAX REDUCTION 

Senator Roserrson. If we have price inflation that increases prices 
overall 1 percent, would it be fair to apply that to consumer pur- 
chases, which last year amounted to $229 billion ? 

Secretary Humpurey. I think so. 

Senator Rosertson. Well, then, 1 percent would cost all taxpayers 
$2.29 billion. 

Secretary Humpnrey. There is no way you can cut taxes fast 
enough to make up for price inflation, if it once starts going. 

Senator Rozerrson. Then I want your considered opinion: If we 
want to help a group of consumers, in which way would we help them 
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the most, or, in trying to help them, hurt them the most? By trying 
a keep the dollar sound enough to prevent further price inflation, or 

e them a $5 billion tax reduction and have price inflation ¢ 

cretary Humpurey. You will help the consumers infinite ‘ly more 
& trying to stabilize your enocomy and st: abilize the value of your 
dollar than you will by giving unsound tax relief which is not justi- 
fied by reduction of expenditures. Because tax relief at that time is 


mply a temporary respite. That is all. You are not stopping the 


tux. You are just postponing the day on which you will pay it. 
Senator Ropertrson. | —— know whether you, as a boy, ever went 
1 school where the \ had a bucket of water sitting out ‘ther re in the 


-~ where you went out to play, and copes ntly at recess a boy would 
throw up a bucket and holler “Whatever goes up has to come down.” 
Secretary Humpnrey. That is right. 


BOOMS AND DEPRESSIONS 
Senator Rozgerrson. That is a little game we used play. But 
doesn’t that apply to this matter of booms and depressions? Hasn't 


t been the history of our country that if you permit prices to get away 
ut of control, when they start down they will usu: ally go too f uf 

Secretary Humenrey. They will. T hey always do. 

Senator Rovertrson. And isn’t it true that if we start now, with a 
lebt of $275 billion, which you say before the end of the year will 
ave to be raised, and then have five to eight or ten billion dollars of 
deficit spending on that, which is bound to be very inflationary— 
won't it make it difficult, if not impossible, for us to have an orderly 
return from a war to a peacetime economy ‘ 

Secretary Humpnrey. It will complicate our situation, 
eriously. 

Senator Roperrson, 


I think, 


That is all, Mr. Chairman. 


TAX REDUCTION ON DIVIDENDS 


Senator Maanuson. Mr. Secretary, speaking of tax reduction, the 
Senator from Virginia was talking about personal exemption, which 
you said would cost about $5 billion. How much would the other pro- 
posal, on dividends, cost ? 

Secretary HumMpnHrey. 

Senator MAGnuson. 

Secretary Humrarey. Yes, si 

Senator Magnuson. And cam much would other corporate tax re- 
ductions as proposed in the House bill cost us overall? 1 am speaking 
of the general tax bill. 

Secretary Humpurey. The revision bill? 

Senator Maanuson. Yes, as it stands now. 

Secretary Humrnrey. About a third of the total reduction you can 
attribute to corporate reduction. It would be somewhere from $400 
million to $600 million all together. 

Senator Macnuson. Where is the total personal exemption, 
say, which will cost four-something ? 
tion proposal would go through—— 

Secretary Humpnrey. It would cost from 5 to 10 times 


That is about $240 million. 
That a amounts to about $240 million ? 


you 
That is if the personal exemp- 


as much. 
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Senator Magnuson. As much as the present bill, which gives some 
corporate relief and so-called dividend relief ? 

Secretary Humrpnrey. That is right. 

Senator Rosertson. He doesn’t mean times the total bill. 

Secretary Humpnrey. No, times that part of the bill that you are 
talking about. 

Senator Magnuson. What about the total bill? 

Secretary Humpnrey. The total bill is between 1.2 billion and 1,5 
billion, as compared to 21% to 4 billion dollars on the other. 

Senator Magnuson. On the other, depending on the personal ex. 
emption figure ? 

Secretary Humrurey. In addition to which, as the Senator pointed 
out, there is another billion dollars of loss of revenue that we have 
already sustained by action of the House, which the Senate now has 
before it in the form of the excise bill. 

Senator Magnuson. But in any case, with this general situation, as 
ointed out between you and the Senator from Virginia, there are 
Suton Congress tax proposals that are going to cut the revenues, ir 
one case a billion or two or three and in the other 31% to 4 billion dollars. 

Secretary Humpnrey. But it would not affect our deficit. 

Senator Magnuson. The first one you have taken into consideration 
in your figures? 

Secretary Humpnrey. That is right. 

Senator Magnuson. And therefore, if the personal exemption was 
passed, you would have to add to your figures a certain amount ? 

Secretary Humenrey. That is correct. 

Senator Magnuson. Estimated, as you say, at 21% billion dollars on 
the hundred ? 

Secretary Humrpnrey. And 414 to5 onthe two hundred. And in ad- 
dition to which, you have to add to the deficit, the budgeted deficit. 
There are two things to add to the budgeted deficit. One of them is 
the 2 to 21% to 414 or 5 on the exemptions. The other is the 1.2 billion 
as the Senator says, newspaper story estimates of at least another 
half a billion, which I hope will never be anything but a newspaper 
story, but nevertheless it is in the newspapers. But approximately 
a billion has already passed the House and been approved by the 
Senate committee, which must be added to the deficit. 

Senator Magnuson. In other words, then, Mr. Secretary, in looking 
at this picture if you had your way personally, you would probably 
not advocate any tax reductions at all, would you? 


RECOMMENDED TAX REDUCTIONS 


Secretary Humpnrey. Oh, yes. We are recommending approxi- 
mately $7 billion of tax reduction this year. 

Senator Macnuson. And that is included in your figures? 

Secretary Humrnrey. That is all in the budget, yes, sir. That will 
give the people $7 billion, which is as much as we have saved. 

Senator Roserrson. If I may interrupt, you did, after some pro 
test, agree to the elimination of the excess profits tax ? 

Secretary Humpnrey. That is right. 

Senator Ronerrson. And you agreed to eliminate that superduper 
10 percent on incomes. And that comes off ? 
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Secretary Humpurey. That all comes off. That was all within the 


past 3 months. 

Senator Rosertson. But in connection with the question asked by 
the Senator from Washington: Why was it, when you knew you f: aced 
a new deficit, that you put another one billion two hundred or three 
hundred tax cut on top of that? He wants to know why, when you 
knew you were going to have a deficit, you wanted to cut ue revenue 
till more. And where does that leave a poor Member of Congress 
who has to run for office when you don’t have to run? 

Secretary Humpurey. I would like to answer that, in a way that I 
think will justify it in your minds. What we are doing, Senator— 
and this will take a minute, Mr. Chairman, but so long as we are in it, 
| think you will all want to understand it sooner or later. 

Senator Dirksen. In your statement, Mr. Secretary highlight, if 
you will, i broad way, the items that are components in that $7 
billion cut. 


COSTS OF RECOMMENDED TAX REDUCTIONS 


Secretary Humpnurey. Yes. Let’s start right with that. The items 
that are components in the $7 billion cut are something over $3 billion, 
which is an individual tax cut, and something less than $2 billion, 
which is an excess profits tax cut, approximately a billion dollars of 
excise cut, and approxim: ately a billion two or three, whatever it m: Ly 
be. in the tax-revision tax cut. Now, that is over $7 billion of tax 
cuts that are now proposed. We proposed $61% billion, a little more 
than three of which was individual, a little less than two of which 
was excess profits, a billion and a half of which was the tax revision 
which makes about six and a half billion. 

Now, on top of that, the Congress is proposing 
lars of tax cuts in the excise bill which will bring it 
billion. 

But getting back to the 614, which is the question I understand you 
asked. The Senator asked why we would propose any reduction in 
taxes when we knew, with the $6 billion tax cuts we proposed, we were 
going to run a 2.9 billion deficit, and his question, as I understand it, 
or yours, is: Why would you propose that tax cut when you were 
running that deficit 2 


another billion dol- 
up to about 714 


REDUCTION OF GOVERNMENT EXPENDITURES 


The reason we propose it is just this. This administration came 
down here, and I believe with the approval of the people—I believe 
the people of the United States want Government expenditures to be 
reduced. I believe they want expenditures brought down. I believe 
the people of the United States want taxes brought down. We want 
to have less big Government and very much less taxes and less Govern- 
ment expenditure. The only way in which you can honestly have less 
taxes is to have less expenditure. Otherwise, you are just postponing 
the day. Any tax reduction that doesn’t come within the cash re- 
ceipts of the Government brings with it inflationary pressures and is 
not an honest tax cut, in that it has to be postponed and paid at a later 
date. 

So we started out to reduce Government expenditures as a prerequi- 
site to the question of tax cuts, tax reduction. 
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MILITARY EXPENDITURES 


Senator Macnuson. In that field, though, I think the record ought 
to be clear that the big reduction in Government expenditures, whic! 
we all want, this committee in particular, is in the military budget. 

Secretary Humpenurey. Yes. That is right. Because that is wher 
the big expenditure is. That is 70 percent of all the moneys. 

Senator Macnuson. Seventy-two cents out of every dollar. 

Secretary Humpurey. And not only that, but the big expansion has 
been there. So it can’t come from any other place. It must come 
from there. 

Senator Magnuson. Well, it is pretty hard to squeeze that other 
lemon much more. 

Secretary Humpnrey. That is right. That is getting pretty nearl) 
dry, but this is the big expansion. 


EFFECT OF EXPENDITURE REDUCTIONS ON EMPLOYMENT 


Now, starting out to make reductions in Government expenditures, 
the way you do it, gentlemen, if you stop and think about it, is by dis 
charging people. The only way in the world that you can save Gov 
ernment money is to let people off the Government payroll, where you 
can find people that you can get along without in some way or another, 
or to start buying less material than the Government has been buying. 
When you stop buying material that. the Government has been buy 
ing that puts other people out of work, and the people who are making 
that material lose their jobs, because there is no longer a demand for 
the material you were buying. So that every dollar that you save, 
or the large part of all the money that you save, in reducing Govern 
ment expenditures, is by putting people out of work. 

Now, if you do that, and stop there, it is not long before you are in 
trouble, in this country. Because you just can’t put a lot of people 
out of work and then do nothing about it. 

INCREASED PRIVATE SPENDING AS OFFSETTING FACTOR 

So what was our program? Our program was: As we reduced 
Government expenditures, which put people out of work, who were 
either doing things we could get along without or making things we 
didn’t have to buy, we reduced taxes and handed back to the people 
about the same amount of money that we were spending to hire these 
people with over here. In other words, we are saving about $7 billion 
this year in Government expenses. We are cutting taxes about $7 
billion, and leaving with the people the $7 billion over here, so that 
the people have the money to spend, instead of having the Government 
spend it. And the purpose of that is so that these people that were 
put out of work, who were making things for killing people, can be 
hired to go back to work making things for living, for all of the people 
in this country, who now have $7 billion more than they would other 
wise have, and have it to spend, to hire these fellows. To put it very 
simply, instead of making tanks and guns over here, they come over 
here, and they make washing machines and automobiles or whatever 
it may be. 
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STIMULATION OF BUYING IN HEAVY INDUSTRIES 


Now, that is part of the story. The other part of the story is this: 
In order to get those people to work, you have to stimulate buyi ing in 
two ways. This country cannot live on just consumer buying, because 
there are millions of people in this country who are making things, 

eavy things, heavy industry, that consumers don’t buy. So in pro- 

posing our tax program and working it out in this way, we sought 
to stimulate the buying that would employ people, that would make 
jobs all along the line, and particularly in the heavy industries, be- 
cause the people we are putting out of work, that were making things 
for killing, were largely in heavy industry, and they have to move 
over into making things for living, also - heavy industry. 

So what we did was to try to stimulate buying of the kind that would 
make the jobs to put these fellows back to work to have a transition, 
to just move them from one job to another. 


CONSTRUCTION INDUSTRY 


You can’t have prosperity in America, as I have said before, just 
making consumer goods, just making clothes and food and that sort 
of thing. You have got to have | “yr ling going on. You have got to 
have construction. You have got to have deve lopment. There are 
millions of people working in the mines, on the railroads, in the steel 
plants, in all sorts of heavy machinery, and all that. You can’t have 
those fellows out of work and have prosperity in this country. In- 
vestors are the fellows who buy heavy goods. And you have to have 
consumers and investors both stimulated, or you can’t keep all the 
people working. So our tax problem is built having in mind all those 
things, so that we will stimulate not only consumer buying, those who 
got over $3 billion of tax reduction the Ist of January and are also 
getting another five or six hundred million dollars of tax reduction in 
this revision bill, but it also is to stimulate investor buying, so that 
all the other millions of fellows who are now working in heavy in- 
dustry, where we have to make new jobs in heavy industry, also will 
have work, so that there will be purchasers for their goods as well as 
yurchasers for the canned soup or clothes or whatever it may be. And 
by buying all along the line, by creating consumers of consumer goods 
and yurchasers of he ‘aVY goods, we hope to have jobs for all of the 
peop he and the transition of these people that are going out of work 
for lack of Army orders, for lack of military orders, and so forth, will 
be back in jobs for peacetime work. Now, that is the entire program. 


BALANCING THE BUDGET 


Senator Maanuson. I think I understand what you are trying to do. 
However, if you are going to save the $7 billion, and then you say you 
want to put ‘that 7 billion back into circulation, knowing you would 
have approximately 3 3 billion in deficit on your best estimates, why 
don’t you just put bac k 4 billion on the tax revision and keep the other 
3 billion, so that we might have a balanced budget? Or does it work 
that way ? 

Secretary Humrurey. Senator, I think you have to take it a step 
at a time. I don’t think you can make as vast a transition as this 
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all at once. I think you have to work your way down to it. 
remenions transition you are trying to effect here. You see, going 
up, it is easy. Because when you are going up, all you do is pass a 
law, pt} you reach right into a man’s pocket rand take his mone y away 
from him with taxes, and then you want to make something, and the 
Government goes into the man’s shop and hires his man away from 
him by paying him higher wages. And you just force the thing up 
as far as you like. When you go down, you have got to induce people 
to do things. You can’t force people to do it. You have got to give 
them the incentive. You can’t make any man buy something. You 
have to induce him to do it. Therefore you have got to give him the 
money, and you have got to give him the incentive to spend it, to use 
it, and he must voluntarily do it himself. 

Senator Macnuson. Do you think that by plowing the $7 billion 
back into the American public in the way of an across the board tax 
revision, such as you pointed out, the transition that follows will have 
the effect of increasing your receipts in the Government ? 

Secretary Humpurey. I think over a period it is bound to. You 
see, sooner or later, Senator, we have got to bring this thing down. 
We are way up here now. We will do it a step at a time, a little at a 
time. And if you tried to make this transaction all at once, I don’t 
know what would happen. You just can’t do it. You have to make 
it a step at a time, continuously, and transpose people from making 
things for killing to making things for living. 

Senator Maenuson. I appreciate that. And I think your problem 
is going to be not what we appropriate, and there has been some sav 
ings made, but whether or not the receipts are holding up? 

Secretary Humpnrey. It is both expenditures and receipts. It is 
both. 

Senator Macnvuson. I suppose this Congress will appropriate about 
the figures you suggest. 

Secretary Humpurey. That is what we expect. 

Senator Magnuson. Somewhere in that vicinity. But then there 
is this question of the tax revision, and then the question of the pay 
raises. 

Secretary Humpnurey. That is why, Senator, we are so bitterly op- 
posed to these additional wholesale tax cuts. I just think, as I have 
said many times, the worst thing that could happen to this country 
would be to knock out this cornerstone of the entire program, which 
would affect everything we are trying to do all along the line and 
start to undo what we have already accomplished. 


It isa 


BUILDING CONFIDENCE IN THE FUTURE 


And let me just say one more word. As I said a minute ago, you 
can't force Chiele to do things going down. Going up, you just 
pass laws and take their money right away from them, just reach in 
their pocket and take it out. You can’t do it going the other way. 
They must be induced to do it. Under those circumstances, there is 
nothing as important as confidence. You must have confidence. And 
you can only build that confidence slowly and gradually. They must 
have confidence in the future. Before you go to building something, 
before you start to build a plant—and that is what you have got to 
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do if you are going to make more jobs for more people, build plants, 
build tools, and hand them things to work with, develop things for 
people to work with, to do better. Now, unless you have confidence 

in the future, unless you believe that this country is on a sound basis 
and is going to stay there, then you are going to hesitate. You are 
not going to move. And if you hesitate and don’t move, these fel- 
lows that have been put out of work over here aren’t going to have 
jobs. 

RELATION OF FARM POLICY TO REVENUES 


Senator Magnuson. Let me ask you another question, bearing on 
receipts, that has bothered me considerably, in connection with our 
fiscal policies. Would the failure of Congress to pass a farm pro- 
gram, or a continuation of this so-called confusion in the farm pro- 
gram, have a great bearing on the receipts of the Treasury? In other 
words, I am concerned because I think the farmer is staying home. 
He is not buying. Any casual student of our economy knows that 
that has always been the danger signal in this country. It preceded 
every one of our economic misfortunes. And he has stopped buying, 
which I think must have some reflection on your receipts. 

Secretary Humrurey. It will have, if he doesn’t change. If every- 
body, not only the farmer but the city man, loses confidence—and that 
is what I was telling you about a minute ago—and they all hesitate, 
and nobody buys, of course it is going to have an effect on receipts. 
What you have to do is stimulate confidence. 

Senator Maanuson. The farmer also lost cash in the transition, 
and therefore his purchasing power is somewhat off. 

Secretary Humpuerey. It is still high, though. 


FARM EQUIPMENT INVENTORIES 


Senator Magnuson. While it might still be high, the farm machin- 
ery dealers are loaded with inventory. That is looking better, though, 
at the present time. 

Secretary Humpurey. Yes, that is looking better. Some of the 
farm implement fellows are starting up again. International Har- 
vester put 1,400 men back to work just last week. 

Senator Magnuson. You say your receipts as of today have been 
holding up ? 

Secretary Humenrey. That is right. 

Senator Magnuson. And you hope that that will continue. 

Secretary Humrurey. That is correct. 

Senator Magnuson. Now, the unemployment situation hasn’t had 
any effect yet, as you can see, 

Secretary Humpnrey. It hasn’t had enough to make us change our 
estimates. 

Senator Macnuson. Not so far. 

Secretary Humpnrey. You see, while it is a high figure, and it is 

1 lot of people, percentagewise it is very low, and history wise it is 
still very low. 

Senator Maenuson. Well, out in my State, it is 11 percent off from 
last year. Some of that of course is seasonal on account of lumber. 

Secretary Humpnrey. It is seasonal, too. 
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Senator Macnuson. But it is quite a bit off. 

Secretary Humpnrey. But taking it by and large, it is quite a bit 
below that, adjusted for seasonal. 

Senator Macnuson. I am glad to hear the receipts are holding up, 
because I was really concerned that the take home pay, naturally, due 
to the lack of overtime the pay envelope, was getting less, and that 
will reflect in payroll receipts for the coming year. 

Secretary Hy MPHREY. It will reflect. 

Senator Macnuson. And even thought we figure a $3 billion deficit, 
if Congress adds some obligations which may put that up to five, then 
if your receipts fall off a little 

Secretary Humpurey. Well, gentlemen, we need your support and 
everybody's support. We need everybody’s support that we do not 
pile a lot more Seen and pile on a lot more debt on this country. Be- 
cause if we do, you will change people’s confidence, and then they will 
stop, and when they do stop, you are in trouble. 

Senator Macnuson. I thoroughly agree. 
things are just as psychological as actual. 





I think a lot of these 


ADMINISTRATIVE EXPENSES 


Senator Dirksen. Mr. Secretary, just to develop the record here a 
little bit, in fiscal 1953, your administrative appropriation and esti- 
mate was in round figures, $655 million, and you had 112,000 people 
on the Treasury payroll. And then in 1954, you had an estimate, or 
appropriations, of, in round figures, $612 million, and the payroll had 
dropped to 108,538. Now, in 1955, on the basis of the estimates, your 
administrative estimates are down to $578 million plus, and your es- 
timated positions for 1955 are 99,684. So that comparing 1955 with 
1954, you will be down 8,874 positions. If you compare it with fiscal 
1953, you will have reduced the Treasury payroll by 12,322 jobs. 

Secretary Humpurey. That is about right. 

Senator Dirksen. I think that is worthy of some emphasis in the 
hearing, because that is indeed a step in the right direction, and I think 
it carries out the thesis that is in your mind. 

Now, the House cut you roughly $927,000 in your administrative 
expense, and you are asking for no restitution of that amount. 

Secretary Humpnery. That is right. 

Senator Dirksen. And then in addition you will absorb the postage 
item running to some $11 million, as I understand. . 

Secretary Humpurey. That is right, $11,700,000. 


PERMANENT INDEFINITE APPROPRIATIONS 


Senator Dirksen. On the item raised by Senator Robertson a 
moment ago, I think in the interest of clarity we ought to insert here 
this sheet dealing with permanent indefinite appropriations, which 
has always been one of those hideous things in my book; and yet I 
have never known what the answer is in order to get around them. 

(The document referred to follows :) : 
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ey parative statement of the approprrattons for 1954 and the estimates for 1955i— 
permanent indefinile appropriations 


Appropriations, Estimates, Increase (+) or 


yeacrintior 
Deseription 1954 1955 decrease (—) 


Gen land special funds 
Interest on the publ lebt $6, 525. 000. 000 
Public debt retirements payable from ordinary 





$6, 800. 000, 000 +-$275, 000, 000 








eceipts and other statutory retirements 620, 174, 807 619, O88, 300 186, 507 
Expenses of administration of Settlement of War 

Claims Act of 1928 10, 000 10. 000 | : 
Losses in melting gold 500 1, 000 +500 
Refund of moneys erroneously received and covered 1, 500, 000 1, 500, 000 
Inter mn uninvested trust funds 4. 995, 425 5, 145, 425 +150, 000 
Refunds and drawbacks, customs 20, 000, 000 20, 000, 000 
Refunding internal revenue collections 3, 070, 000, 000 2, 728, 000, 000 342, 000, 000 
Internal revenue collections for Puerto Rico 15, 700, 000 15, 700, 000 
Coconut-oil tax, collections for American-Samoa, 

internal revenue 25, 000 25, 000 
Contributions for annuity benefits, White House 

Police and Secret Service forces 127, 287 130, 800 3, 513 
Minor coinage profits, et« 545, 044 600, 000 +54, 056 
Silver-profit fund 23, 133 500, 000 +476, 867 
Permanent private relief acts 1, 620 1, 620 


Potal, general and special funds 10, 258, 103, 716 | 10, 191, 602, 145 66, 501, 571 


Trust funds (not a charge aguinst revenue 


Federal old-age and survivors insurance trust fund 5, 141, 660, 622 5, 980, 643, 241 | +838, 982, 719 


Pershing Hall Memorial Fund 4, 978 4,978 
Unemployment trust fund 1, 566, 472, 927 1, 545, 495, 449 —20, 977, 478 
Payment of pre-1934 bonds of the Government of the 

Philippines 170, 586 170, 586 
Mexican Claims Fund 2, 500, 000 2, 500, 000 
Payment of unclaimed moneys 100, 000 100, 000 
Refunds, transfers, and expenses of operation, 

Puerto Rico, Bureau of Customs 4, 000, 000 4, 000, 000 
Refunds, transfers, and expenses of operation, 

Virgin Islands, Bureau of Customs 194, 000 194, 000 
Refunds, transfers, and expenses of unclaimed, 

sband oned, and seized goods, Bureau of Customs 360, 000 360, 000 


Expenses, Treasury Department, Enforcement 
litle ILI, National Prohibition Act, as amended, 


Puerto Rico and Virgin Islands 126, 891 58, 036 —68, 855 


otal, trust funds 6, 715, 589, 904 +817, 936, 386 


7, 633, 526, 290 | 


Senator Dirksen. But they certainly do tie the executive hands, 
and there they are, and we have made no overall attempt, it seems 
to me, over the years, to deal with this whole question of indefinite 
permanent appropriations, In all the 12 years 1 served on the House 
Appropriations Committee, we talked about it much, but never was 
there any action taken. 

Now, I think we ought to point up the fact that these are permanent 
indefinite appropriations, which makes them virtually automatic, 
including such things as the interest on the public debt, your refunds 
and drawbacks on customs, refunding internal revenue collections, 
which are indeterminate amounts that only experience can dict: ate 
finally. So that for 1955, the permanent indefinite appropriations, 
over which you have no control finally, will run up to $10,191,602,145, 


TRUST FUNDS 


Then, with respect to your trust funds, I see that those are estimated 
at $7.5 billion plus for 1955, and that includes, of course, Federal 
old-age and survivors insurance, and the unemployment trust fund, 
as the two largest, and then some others. 

Now then, to clarify this item that we had a moment ago, if I can 
find it here. I just want to read a summation of that language into 
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the record, so that it will be clear for the Members of the Senate, 
This is from the printed budget, page 1057 : 

Under the Federal old-age and survivors insurance system, workers and their 
employers make annual contributions in the form of taxes on wages toward 
the benefits which will be payable when the worker reaches 65 or when he dies, 
An amount equal to the annual contributions, including interest and penalties, 
is appropriated to this trust fund for benefit payments and administrative 
expenses. 

So it does go into the Treasury. It does require appropriating 
language to take it out of the Treasury and put it into those trust 
accounts. 

Senator Ropertson. And the present plans are that as soon as 
the Treasury gets a dollar of payroll taxes they issue an I O U and 
go ahead and spend the money. 

Secretary Humrpurey. No, Senator, you are a little confused in 
this: What we do is take $714 billion and put that into the trust 
funds. Then the trust funds pay out about $4 billion or $414 billion 
of that money in their regular payments in the course of the conduct 
of their business, and they have left around $3 billion that is unex- 
pended this year but is a reserve against future spending, and that $3 
billion is what we put the bond in for and take out the money. 

Senator Dirksen. Now, then, Mr. Secretary, have you any sug- 
gestions with respect to this whole range of permanent indefinite ap- 
propriations? Isthe Treasury doing some research work in that field, 
and would they have suggestions at some future time that probably 
will clarify this picture somewhat? 

Secretary Humpnrey. Senator, we have not done any. We will 
be very glad to study it and make any suggestions that we can. 

Senator Maypank. Although I have no idea how the Congress will 
finally view it, you suggest, and rightly so, something I have always 
believed since I have been around here. Before we start with appro- 
priation bills we ourht to get all the authorizations so that you know 
where you stand. You haven’t got the slightest idea about the money 
that is going to be appropriated. I have always believed that we 
ought to have two sessions of Congress, one purely for authorizations 
and the other for tax and appropriations purposes. Because, no one 
can assume what the House or this committee is going to do. I don’t 
see how the Treasury can ascertain what to do with these things. 
More people are employed, and they draw less money than the total ap- 
propriation used to be. Then they take the money and put some 
Government bonds in there and spend the money. That has been 
going on for 12 years since I have been here. And I say respectfully 
to the Secretary that I appreciate his sensible presentation of the 
budget. I think he is doing a good job, but when it comes to these 
other things, there is no way in the world he can know about them. 

Secretary Humpnrey. That is right. There is no way we can know. 
And we think the income and outgo ought to be all tied together. 
There is no other way to do it. 

Senator Marsan. Nobody knows whether the salaries of Govern- 
ment employees are going to be raised, or how much money we will 
appropriate to the military. It is cut $5 billion now, but I doubt that 
it will be that much when it comes out of this committee. 

Senator Dirksen. With all respect to my good friend from Sonth 
Carolina, we are getting back to the difficulty our country had prior 
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to 1921 when we enacted the Budget and Accounting Act. Prior to 
that time there was not only the legislating power but the appro- 
priating power as well, and there wasn’t a soul who would know the 
real situation when the session was over. Now I am afraid we are 
getting into that situation again. And while some mechanical sug- 
gestions have been made, and the Hoover Committee has made some 
suggestions they do not actually go to the substance of the problem. 

It occurs to me that Congress and the Tre: asury are going to have 
to sit down jointly on this thing, before it becomes a wilderness. 

I confess that after long years on appropriations committees, I 
experience a disconcert of spirit when I get into it. Because it is just 
too bewildering for the average person. 

Secretary Humpnurey. We would welcome that. 


INTEREST ON PUBLIC DEBT 


Senator Dirksen. The interest item for 1955 will be 6.8 billion, 
Mr. Secretary, on the public debt. That is an increase of $275 million 
over fiscal 1954. Now, that, I take it, is partly an increase in the debt 
and very likely partly a firming of interest rates. Could you give us 
a little comment on that! 

Secretary Humrurey. It is mostly the increase in the debt. But 
there is some part of it that has to do with interest rates. 


REFINANCING PROBLEM 


Senator Dirksen. Now, what will be your refinancing problem in 
fiscal 1955 ¢ 

Secretary Humrurey. Well, it is huge, Senator. We are very 
encouraged about it, however, because of this last refinancing. We 
offered to refinance something over $20 billion, which is the largest 
refinancing that was ever undertaken at a single time. And we didn’t 
know just how it would work out. As it turned out, it worked out 
beautifully, and more than half of it extended the period of the debt. 
Now, the difficulty is just this, with the refinancing. There are dif- 
ferent kinds of buye ‘rs between long-term and short-term obligations. 
Short-term obligations are a year or even a year and a half or some- 
thing of that kind, but the short-term obligations are purchased by 
corporations that have taxes coming due. You see, this uneven pay- 
ment of taxes makes people have to accumulate money during one 
pel iod of the year to pay out 1n another. So that there are a lot of 
buyers for short-term paper that are not interested in the long-term 
paper. 

So when you come to refinance short-term paper, and try to make 
it long-term paper, you have got to pay off a lot of one kind of buyers 
and find a aie lot of other kinds of > And that is why we 
can’t do it in too big pieces at one time. If it was too big, it would 
interfere with the buyers of all other sorts of securities, and by doing 
that we might very well interfere with States and public utilities 
and all other sorts of business, municipalities, and both Governmental 
and private businesses, that are trying to get money to expand em- 
ployment with. And we certainly don’t want to do anything that 
will interfere with the expansion of employment. 
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So we have to feel our way to try to move what we can from one 
kind of buyer to another kind of buyer in a way that will not interfere 
with the other people who are looking for that same kind of buyer. 


DANGER OF ECONOMIC RECESSION 


Senator Dirksen. Now, Mr. Secretary, of course, the $64 question, 
that is hurled at you every time they get you on TV or radio or upon 
some platform, is to get your notions as to whether or not there is 
going to be an economic recession in the country. By way of pre 
liminary, let me say that a very distinguished Senator was on one of 
these panels, and he unfurled a figure to the effect that sales-tax 
revenues in a given State, and it could have been my own State, were 
down by 3314 percent. 

So I called the Governor, who is quite a good friend of mine, and 
he promptly chased it down. It is rather interesting, that figures are 
used with such impunity without testing the clearances and the book- 
keeping procedures in a given State before they get into the Treasury 
account of the State. The Governor told me they were off not 3314 
percent but 21% percent. 

Secretary Humpurey. That is more like it. 

Senator Dirksen. So that our sales-tax revenue, which is very high, 
and which is a reflection, I think, of consumer spending, it would have 
to be, was only oft very modestly. 

Secretary Humpnrey. That is right. 

Senator Dirksen. Now, in addition to that, there has been so much 
talk about joblessness here and there. But as you indicated a mo 
ment ago, only 25 miles from where I live, International Harvester 
put on 2,900 people who had been laid off some time ago. They were 
going to put on 500 more. The situation is picking up in what is 
known as the Quad City area of Illinois, where John Deere and In- 
ternational Harvester and others are located. So that, actually, there 
are two slightly distressed areas in the State for the moment. But 
that is a long way, Mr. Secretary, from the gloomy forebodings and 
soothsayings that we encounter, and that don’t always rest upon a 
good sound predicate. 

Now, I would appreciate some estimate of yours as to the general 
business outlook that you see ahead. Certainly a good deal of data 
has funneled into the Treasury Department on which you could 
make a statement, I presume. 

Secretary Humpnrer. Well, Senator, I think it rests largely in our 
own hands, in Government’s hands. There isn’t anything that I can 
see, anywhere in this country, that isn’t all right, unless we, in the 
Government, do something to spoil it. We ourselves, right now, the 
Government itself right now, is just in the necessary consideration 
that is being given to these tax bills, holding up business; and in the 
consideration of this excise bill. Who is going to buy an automo- 
bile when somebody has said in the newspaper that they are going 
to reduce the tax on it $50 or $60? He is going to wait 2 or 3 weeks or 
whatever it may be and find out. Who is going to buy any of these 
things that we are talking about making these excise-tax reductions 
on, until we find what that bill is? I have dozens of letters. I have 
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from on bill, and say, “If you can guarantee to me that this bill is going to 
interfer pass, then I will build a plant.” Or, “I will do this,” or “I will buy a 
of buyer rt ‘of new machinery,” or something. “If I knew positively I am go- 


ing to get a carry-back provision, I am willing to spend a lot of money 
‘advertising and go on with a big advertising program,” and so on. 
Of course, I can’t tell them the bill is going to pass. ‘They have 


question, to go home and wait and find out whether it is going to pass or not. 
) OF upor So that we ourselves are delaying recovery here. 
there S Chere is another thing that you have to take into account in this 
y of pr year, an important thing, periowarty in the consumer trades, and 
mM one of | iat is when Easter comes. Easter late this year. That means 
Sales-tax your spring buying is late, and it necessarily will be so. 
ate, were So I am not looking for any sudden or immediate turn. In fact, I 
vill be very surprised if there is any. I don’t believe it is going to 
une, and | ome for some time. It may be May before you will see any evidence 
a TES a of any particular change here. 
he aan | A 
Treasury RECIPROCAL TRADE AGREEMENTS 
not 3514, | 
| Senator Maynanx. On top of that, you have your reciprocal trade 
iwreements. The South Americans in particular have talked to me, 
Ty high, | ind they are deeply concerned about what to do. They say, “We 
ild have might do this, but how do we know what the rec iprocal tr ade agree- 
ment is going to be and how long it will be for ?’ 
We had a group up here the other day. They said they weren’t 
30 much complaining about what the tariff was now, but they were afraid of 
La m what it might be next year. 
arveste) Secretary Humrnurey. And as we were talking about just a moment 
ey were | wo, you can’t force spending by people, either currently for buying 
what is new plants or for buying new machinery or making new jobs. And 
and In that all has to be based on confidence in the strength of the situation. 
y, there | Now, I believe that we have got every reason in the world to be 
t. But confident. And there is, gentlemen, more confidence in America to- 
sand | day than there has been for a long time, and looking ahead there will 
upon a | be, if we don’t spoil i 
general | UNEMPLOYMENT SITUATION 
if data 
could | Senator Magnuson. But, Mr. Secretary, let’s be practical. Unem- 
ployment is going at a higher rate than you and I would even suspect. 
in our Secretary Humpurey. Four million unemployed is a relatively low 
t I car figure. Don’t forget that. When the employment force was down 
In the round 50 million people, we had 11 million people unemployed for 
yw. the vears before the war. That went on for years. And we did every- 
ratior thing in the world to stimulate consumer buying. And we never 
in the did get below 914 until we got in the war. 
itomo- Senator Magnuson. You think the 4 million figure is not too large? 
going Secretary Humpurey. I do not think it is alarming. I deplore it. 
eks or Don’t misunderstand me. If I am out of a job, it is just as bad for 
these me as if all the rest of the world is out of a job. But for all the rest 
ctions of the world it isn’t so bad if I am out of a job. 
[ have Senator Magnuson. As it has been said, “When your neighbor is 
vision out of a job, it is a recession, but when you are out, it 1s a depression.” 
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Secretary Humrnrey. I am not for brushing it off, or anything of 
the kind. But taking the economy as a whole and thinking of what 
we in the Government, ourselves, have been doing, putting them out 
of work to make these savings, and this tremendous transition period 
we are in, I think it is remarkable that it isn’t any worse than it is. 
If we can get by and soon start to build it up, it will be a wonderful 
accomplishment, I believe, and everybody will be thankful. 

Senator Magnuson. I think it is laudable that you are so cognizant 
of the situation, and if we in America realize something long enough 
we do something about it. 

INCOME TAX PERSONAL EXEMPTION 

Senator Dirksen. Let’s package up this tax picture for just a 
moment, so we see in the large and beyond 1955. Now, the budget as 
submitted by the President showed a deficit of two billion nine. Let’s 
assume that under the leadership of some very esteemed gentleman 
in the Senate they could, by persuasion, prevail on this body, and 
then the conference, to raise that exemption. For the first hundred 
dollars, as I understand, it would go up about two billion four. 

Secretary Humpurey. Two billion five is the round figure. 

Senator Dirksen. Two billion five. 
dollars, it would go up how much ? 

Secretary Humpurey. Call it two billion. 
that, but call it two just for quick figures. 

Senator Dirksen. For the second hundred ? 

Secretary Humpnrey. That is right. 

Senator Dirksen. So that if that did prevail, and the exemption 
was increased from $600 to $800, you would then wind up with a pos- 
sible deficit of six billion nine. 

Secretary Humpurey. You are starting with three? 

Senator Dirksen. Two billion nine. That would be seven billion 
four. 

Secretary Humpnrey. Put in a billion on your excises. 

Senator Mayeank. They have cut that already. 

Secretary Humpurey. Don’t preclude me. 
you see. 

Senator Maynank. Yes; Friday is several days off. 

Senator Dirksen. So, roughly, eight billion four. 

Secretary Humpnrey. That is right. 

Senator Dirksen. Now, if for any reason the revenue should slide 
off a bit from your estimates, it would be eight billion four plus ¢ 

Secretary Humrurey. That is right. And if you did that, I would 
expect the revenue to slide off. 

Senator Dirksen. Yes. Probably so. 

Now, then, is there the slightest hope that anywhere under the 
canopy of Government, you can, under present world conditions and 
the conditions here, find a substantial amount of revenue or reduction 
in expenditures to cut down that $8.4 billion in potential deficit ? 

Secretary Humpurey. No. There is nothing more you can do, 
Senator. 

Senator Dirksen. Now, Mr. Secretary, we have to take it one step 
further. Because in the following year it is proposed that the ex- 
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Secretary Humpnrey. Well, from my point of view, of course, it is 
1 perfectly impossible situation. 

Senator Dirksen. Well, wouldn’t it be disastrous, as a matter of 
fact ¢ 

Secretary Humpurey, From my point of view it is just disastrous; 


yes, SIT. 


Senator Dirksen. I am afraid, of course, that there has been no 
adequate appreciation of the fact that if this goes through you are 
confronted with a necessity for the ‘Treasury borrowing somewhere in 
the neighborhood of $8 billion to pay the current expenses for operat- 
ing this Government and paying interest on it and carrying it right 
through the roof of the pub lic-debt ceiling. 

Secretary HumMpurey. That is correct. 

Senator Dirksen. Now, that is the whole picture in a nut shell as 
l see it. 

Secretary Humpnrey. That is right. 


COMPARISON OF TOTAL EXPENDITURES 


Senator Ropnerrson. Could you get some of the Treasury experts to 
say What the total cost to the Government was when I first arrived 
here, in the spring of 1933? 

Secretary Humpurey. ‘To say what the total cost in 1933 was 

Senator Rosertrson. The total expenditures. 

Secretary Humpurey, Yes. We have a tabulation here somewhere. 
I should have brought my tax file instead of my budget file, gentle- 
men. I brought the wrong file. 

Senator Roserrson. I just wanted to compare that with what it now 
costs to service the public debt alone. 

Secretary Humrurey. I think we can find that right here. 

Senator Maypank. Willis, you are not responsible for that in- 
crease, are you ! 

Senator Ronerrson. I hope not. 

Secretary Humpurey. 1933—hang on your seat, Senator, $4,623 
million. The next year it was $6,700 million, The next year, $6,500 
million; $8,500 million; $7,800 million; $6,900 million; $9 million; 
$9,200 million; $13 billion. Now we are up to 1941. $13,400 million. 

Senator Rornerrson. The point I wanted to make was when I 
started here the total expenditures of the Government were $4,600,000,- 
000 and now I am sitting on a committee that is to appropriate over $6 
billion to service the public debt alone. 

Secretary Humpnrey. Take it the next year. The next year, was 
$6,700,000,000—the total expense to the Government. And our interest 
is now S6.800.000 000. 

Senator Magnuson. Of course, I think we ought to have the record 
clear that the big expenditures are the war expenditures. About now 
10 cents out of the dollar runs the Government. 

Secretary Humpnrey. I don’t think that is quite right, gentlemen. 
[ think our military is about 70 cents, and I think what you mean is 
about half the rest. It is about 14 cents, Senator. 

Senator Marranx. But you have the debt and the veterans, all 
the pensions. That is past wars, too. 

Secretary Humenrey. I don’t know. It ‘would be somewhiere 
between 10 and 15, anyway. 
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Senator Macnuson. It has gone up to about 10 or 15; yes. 

I wanted to ask one question. Supposing that these things should 
happen as the Senator from Illinois points out, and we do get up to a 
7 or 8 plus deficit and Congress leaves here without acting on any 
proposal to increase the debt limit. What will be you legal situation / 

Secretary Humpnurey. I think I will go when Congress does, if it is 
all the same to you. 

Senator Dirksen. Mr. Secretary, there as so many things we can 
pursue, but I think we must move along. 

I just want to conclude what I have to say by reading into the 
record that under your direction and leadership the Treasury admin 
istrative budget has been reduced by $76,999,088 when compared to the 
1953 appropriation. I think it is a splendid record, Mr. Secretary. 


LETTER TO CHAIRMAN OF SUBCOMMITTEE 


If there is nothing more, we ought to get to Mr. Folsom, I believe 
And at this point, Mr. Secretary, I will put in the letter of March 19, 
which you addressed to the chairman of the subcommittee relating 
to the reductions made in the House and the willingness of the 
Treasury to abide by those and not ask for a restoration. 

(The letter referred to follows:) 


THE SECRETARY OF THE TREASURY, 
Washington, March 19, 1954. 
Hon. JosepH R. McCartry, 
Chairman, Treasury and Post Office Departments Subcommittee, 
Senate Committee on Appropriations, 
The Capitol, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: On February 18, 1954, the House of Representatives 
passed H. R. 7893 making appropriations for the Treasury Department for the 
fiscal year 1955. The bill, as passed by the House, contained reductions totaling 
$927,400 under the amounts of the estimates as submitted to the Congress. Of 
this reduction, $107,400 is attributable to a decrease in the cost of printing and 
reproduction work by the Government Printing Office which was announced 
subsequent to the preparation of the budget estimates. The remaining $820,000 
reduction is distributed among various Treasury bureaus and the explanations 
for such reductions in the report accompanying the bill indicate that the action 
is intended generally to encourage better management and more efficient and 
economical methods. 

It is the purpose of this letter to advise that the Treasury does not propose 
to appeal to your committee the amounts approved in the House bill but prefers 
instead to accept the challenge of finding better ways of doing things which these 
reductions impose. This will not be easy. I am sure that it is recognized that 
aggressive action along these lines was already necessary under the budget 
programs as we presented them. In a number of instances allowances were 
already made for potential savings which were not clearly in sight and for 
program assumptions that had not been completely established. Under the cir- 
cumstances the impact of the additional House reductions will be particularly 
important in a number of places including the Bureau of Accounts, the Bureau 
of the Public Debt and the Office of the Treasurer. 

Although we cannot say at this time exactly just what additional steps 
will be taken in each instance toward achieving improved management and 
efficiency, the Treasury will be guided by the determinations made by the House 
and do our best to work out satisfactory solutions to the problems. If our 
best efforts in this direction should fail either because of uncontrollable work- 
loads or for other reasons we will, of course, have no alternative but to come 


back before the Appropriation Committees at a later date and seek supplemental 
funds to help us out. 


Yours very truly, 


G. M. HuMpHReY, 
Secretary of the Treasury. 
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aS. Senator Dirksen. So that will goin. And I believe this tabulation 

gs should of the permanent indefinite appropriations probably should go in the 

t up to a record also. (See p. 129.) 

y on al Now, have you anything further, Mr. Secretary ! 

ituation / Secretary Humrurey. No, thank you. 

‘Ss, if it Senator Dirksen. And if you are pressed, and I know you are, and 

you need to be excused, you are at liberty to go, sir. 

S we ca Secretary Humpnrey. I will leave in just a few minutes, if I may. 
Senator Dirksen. Then Mr. Folsom, we will get around to your 

into the statement here. 

y admin Would you like to read it? 

ed tothe | Mr. Fotsom. If you don’t mind, I can probably read it very quickly. 

etary, i 


| COLLECTION OF REVENUES 


Mr. Chairman, approximately 53 percent of the Treasury's appro- 
believe [| priation requireme nts is related to the collection of revenues by the 
arch 19. Internal Revenue Service and the Bureau of Customs. Together, 

| these bureaus account for $306 million of the annual estimates for 1955. 
: From the overall fiscal standpoint, the Treasury is concerned with 
the necessity of achiev ing a balance between Federal income and outgo. 
| These two bureaus are important in both respects. They represent 
| primary sources of the Government’s revenue. At the same time, as 
| large administrative organizations, they do substantial spending. The 
| problem is how to cut back on the spending, yet preserve the necessary 
strength and vigor of revenue collections. This problem is particu- 
larly difficult in view of the fact that a dollar spent in these two areas 
usually will return a greater number of dollars in the form of addi- 
tional revenue. 


relating 


of the 


RY, 
1, 1954 


‘ntatives 
for the 


totaling | We decided on operating expense reductions in the two bureaus 
ess. Of |  suflicient to act as stimulants to improve management, but stipulated 
ing and that the reductions should be allocated in ways that would not weaken 


nounced 
$820,000 
inations 


revenue-law enforcement. 
With the action taken on the 1954 appropriations it is believed that 


e action we have accomplished what we set out to do, and that no further im- 
ent and portant reductions in these two bureaus are either warranted or advis- 

—e able at this time. 

prefers INTERNAL REVENUE SERVICE 

‘h these 

ed that Taking up the Internal Revenue Service, the estimates for the fiscal 
a year 1955 toal $266 million. The size of the job the Revenue Service 
ind for must do is indicated by the fact that its collections in fiscal year 1953 
the cir were nearly $70 billion. Never before has so large a sum been col- 

ot lected in a single year. 

— A year ago the Revenue Service was emerging from a basic re- 

| steps organization which still required perfecting. It was confronted with 
nt and backlogs of work which interfered with proper handling of current 
House cases. Overdue tax accounts were piling up. Unsettled tax cases 
oe were accumulating. 


‘ante Action has been or is being taken to correct these conditions. De- 
mental tails of the actions will be given to you by the Commissioner of Inter- 
nal Revenue. 


ury. 
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Bureau or Cusroms 


As to the Bureau of Customs: The estimate for the Bureau of 
Customs for fiscal year 1955 is $40 million, a reduction of $500,000 
from the $40.5 million appropriated for fiscal 1954. 

The workload in the Bureau of Customs reached an alltime high in 
the fiscal year 1953. For the second year in succession the increase 
over the prior year exceeded 10 percent. In the first half of 1954 most 
workload volumes continued to show increases and it seems likely 
that a new alltime high will be recorded at the end of this fiscal year, 

In the face of these facts there is little room left for making any 
important reduction in the appropriation for this Bureau. : 


CUSTOMS SIMPLIFICATION ACT 


Customs work was facilitated by the Customs Simplification Act of 
1953, which became effective September 7, 1953. Some unnecessary 
hindrances to foreign trade were eliminated. Some requirements 
which unnecessarily harassed importers also were ended. By re- 
assignment of manpower the Bureau has begun to reduce a heavy 
backlog of customs business. 

The Acting Commissioner of Customs will give you more details 
on these and other important points. 


Fiscan Service 


Now, as to the Treasury Fiscal Service: The estimates for the 
agencies of the Fiscal Service for fiscal 1955 total $78.3 million, com- 
pared with appropriations of $80.2 million for fiscal 1954. This fiscal 
1954 appropriation figure represented a cut of $10 million from the 
original estimates for the Fiscal Service for fiscal 1954. 

I believe we have gone about as far as we can go in economizing in 
this area without jeopardizing the successful prosecution of very im- 
portant work. In fact, reductions encompassed in the estimates for 
fiscal 1955 are based on some anticipated savings that have not yet 
been fully worked out. Assumptions on which the savings estimates 
are based include forecasts of the volume of savings bonds trans- 
actions. Should our calculations be upset, it might be necessary to 
come back for an upward adjustment of the appropriation at a later 
date. We prefer at this time, however, to labor under the challenge 
imposed by a severely restricted budget program. 

The agencies of the Fiscal Service, as you know, perform in general 
the Treasury’s accounting, disbursing, and banking responsibilities, 
the servicing of the public debt. and the supervision of the Govern- 
ment’s depositary system. These agencies are the Bureau of Ac- 
counts, the Bureau of the Public Debt, and the Office of the Treasurer 
of the United States. 


SUREAU OF ACCOUNTS 


As to the Bureau of Accounts: The estimate for the administrative 


expenses of the Bureau of Accounts for fiscal 1955 totals $17.3 million. 
The appropriation for the Bureau for fiscal 1954 was $12.8 million. 
The increase of $4.5 million is due entirely to the provisions of Public 
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Law 286, requiring the Treasury to reimburse the Post Office for the 
transmission of all official mail matter. The total Bureau require- 
ments for mail amount to approximately $5 million; without this 
item, the estimate for fiscal 1955 would have been $500,000 less than 
the fiscal 1954 appropriation. 


Bureau or THE Pusuic Desr 


As to the Bureau of the Public Debt : The estimate for the operating 
expenses of the Bureau of the Public Debt for fiscal 1955 is $45.4 mil- 
lion. The appropriation for the Bureau for fiscal 1954 was $50 million. 

The Bureau is charged with the issue and retirement of all public- 
debt securities, with maintaining detailed accounts of these securities, 
and with a variety of other functions in authorized debt transactions. 
The United States Savings Bonds Division, which promotes the sale 
of savings bonds, is financed from the Bureau appropriation. 

Only by the most efficient procedures has the Bureau been able to 
hold its expenses within its appropriation without incurring serious 
backlogs in its work in the fiscal year 1954. 

Che Commissioner of the Public Debt will explain to you what has 
been done in the Bureau in this respect. I might note here that 
the Bureau estimate for fiscal 1955 covers 4.036 average positions 
358 less personnel than the actual employment for fiseal 1953 and 845 
less than for fiseal 1952. 


Orrice OF THE ‘TREASURER 


Now, as to the Office of the Treasurer of the l nited St ites: Lhe 
estimate for the Office of the Treasurer of the United States for fiscal 
1955 is $15.6 million. This is $1,750,000 less than the funds made 
available for fiscal 1954. 

However, the fiscal 1955 estimate includes an item of $400,000 to 
reimburse the Federal Reserve banks for the redemption of United 
States paper currency; an operation heretofore performed by the 
Bureau of the Public Debt. Discounting this transfer, the funds re 
quested for fiscal 1955 are $2,150,000 below the amount which the 
Office had for fiscal 1954. 

Che estimates contemplate 13 percent fewer emplovees in the Office 
for fiscal 1955 than in 1953. The Treasurer of the United States will 
nform you as to these savings and other advances in the Office of 
the Treasurer. 


Bureau oF ENGRAVING AND PRINTING 


As to the Bureau of Engraving and Printing: No appropriation is 
requested for the Bureau of Engraving and Printing for fiscal 1955, 
since the Congress in 1950 placed all operations of this Bureau on a 
completely reimbursable basis. 

Production by the Bureau will be at a lower level in fiseal 1955, pri 
marily due to a decrease of approximately 2 percent In Currency 
requirements. This decrease, « oupled with a reduction in production 
costs brought about by technological improvements now being carried 
out in the Bureau will result in an estimated work program for 1955 
of $27,659,000 as compared with $33,286,000 for fiseal 1954 and 


$35.637.000 for fiscal 1953. 


cr 
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Modernization of the Bureau’s equipment is being continued, with 
a resulting downward adjustment in unit costs for its products. 

Last fall we decided to engage private management engineers to 
assist us in evaluating the effectiveness of the Bureau’s administra. 
tion and operations. Changed conditions brought about by the pro- 
gram of technological improvements emphasized the need for such 
an objective appraisal. We have recently selected a firm of manage- 
ment engineers to conduct this survey. 

Bureau or tur Minr 

The Bureau of the Mint: The estimate for the Bureau of the Mint 
for fiscal 1955 is $4.5 million. This is $200,000 less than the amount 
granted for fiscal 1954. This is based upon an estimated production of 
1.5 billion coins in fiscal 1955 as against a planned production of 1.6 
billion for the current fiscal year. 

The Bureau’s program of expenditures for fiscal 1955 seems to me 
to be conservative. 


LAW-ENFORCEMENT ACTIVITIES 


With the Nation’s crime problem continuing to be one of large pro- 
portions, there is little potential for budgetary reductions in the 
Treasury’s law-enforcement arms—the United States Secret Service 
and the Bureau of Narcotics. 


SECRET SERVICE 


The estimate for the Secret Service for fiscal 1955 is $3,418,000, a 
reduction of $187,000 from the appropriation for fiscal 1954. Of this 
reduction, $100,000 is attributable to transfer of the cost of certain 
guard force activities to the budget of the Bureau of Engraving and 
Printing last July 1. This transfer was based upon the joint recom- 
mendation of the Bureau and the Secret Service. 

The most pressing problem confronting the Secret Service is the 
forgery and fraudulent negotiation of Government checks and bonds. 
The Chief of the Secret Service will give you details of the extent of 
this problem and of the progress of the Service toward making counter- 
feiting of our currency a highly unprofitable business. 


BureEAv or NaARcoTICS 


The estimate for the Bureau of Narcotics for fiseal 1955 is $2,770,000, 
a reduction of $20,000 from the fiscal 1954 appropriation, most of 
which represents the transfer of salary to another appropriation. The 
task of enforcing the laws on narcotics is such, as the Commissioner 
of Narcotics will tell you, that any further reduction in the Bureau’s 
funds would be unwise. 


Coast GUARD 


Now, as to the United States Coast Guard: The estimates for the 
Coast Guard for fiscal] 1955 total $181,175,000, a reduction of $30,675,- 
000 below the amount appropriated for 1954. Of the amount re- 


quested, $155,900,000 is for operating expenses, which is $32,350,000 
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less than the current fiscal year. This decrease is the combined result 
of a reduction in certain Coast Guard operations together with a pro- 
posed change in the method of financing the ocean station program. 

Senator Dirksen. Mr. Folsom, I suppose the Coast Guard will be 
fore us to give us some details on that ? 

Mr. Fotsom. Yes; the Commandant can give you all the details. 

Senator DirksEN. Would you know what request was made to the 
Budget Bureau for the Coast Guard this year? Was it this amount? 

Mr. Rose. I would have to refresh my recollection on that, sir. 
Chere was, I think, some change in the Budget Bureau, but I couldn’t 
vive you a figure. 

Senator Dirksen. Well, now, Treasury reduced its estimate before 
it went to the Budget Bureau, I presume, and the Budget Bureau may 
or may not have reduced that estimate somewhat. 

Mr. Fotsom, It is mainly a shift of functions here between the Coast 
Guard and the Navy and certain functions that were discontinued. 

Senator Dirksen. Would it be a real saving, or only an apparent 
saving ¢ 

Mr. Fousom. No; there is a real saving. 


SEARCH AND RESCUE STATIONS 


Mr. Rose. There are reductions in programs as follows: In the 
Pacific, the Coast Guard maintained search and rescue stations as far 
out as the Philippines. That was one of the items that was discussed 
with the Defense Department on the basis that it was for the account 
of the Defense Department and should be reimbursed by them or dis- 
continued, as they elected. 

They elected to continue it in part only with their own personnel. 
That has been an actual reduction in program. 


OCEAN STATION VESSEL PROGRAM 


The ocean station vessel program was a combination. It was 
approximately cut in half in size, as the result of a determination by 
the civilian authorities that those ocean-station vessels were no longer 
required for civil transoceanic aviation. They, therefore, were con- 
tinued only to the extent that they were a military requirement. The 
military accepted the principle that they should reimburse the Coast 
Guard for such part of the program as was to be carried on, but that 
program will be approximately half in size what it was before. So 
that is a combination of reimbursement plus reduction. 

Senator Mayspank. You mean the program will be half in funds 
what it was before, or half in actual program? I mean, you said that 
the private companies are going to reimburse the Coast Guard ? 

Mr. Rose. Not the private companies. The Defense Department 
sir. The private companies have indicated that they did not have a 
requirement for ocean-station vessels in aid of transoceanic flying. 

Senator Maysank. Well, now, what is your opinion on that? I 
have heard a lot of companies say they didn’t have to have it, but 
when they get in trouble they scream for the Army the Navy, or the 
Coast Guard, and sometimes ‘simultaneously for ali three. 

Do you think it is necessary? It certainly is a protection, is it not? 
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Mr. Roser. There is a benefit. There is no question about it, 

Senator Maypank. There is no doubt about that. We subsidized 
the airlines for years and years and years. 

Mr. Roser. The degree to which the transoceanic airlines need that 
service is, of course, a highly technical aviation question. The lines 
themselves represented, as I understand it, to the civilian air author 
ities, the CAA and the CAB, that they don’t need it. 

Senator Maypanx. What is your judgment? They said they 
didn’t need subsidies, until they get enough subsidies to protect them 
selves, and then they tried to cut the others out from getting subsidy. 

Mr. Roser. Senator, I don’t think I am in a position to express an 
informed judgment. It is a matter for the aviation authorities of the 
Government. 

Senator Maypank. I withdraw that question. 

Mr. Rosr. The Coast Guard is simply a service agency here, operat 
ing in behalf of others. 


Senator Dirksen. I might just add for the record, Mr. Rose, that 
I recall over the years when we set up so many of these floating 


weather stations around. But since you have such a substantial Navy 
and Army operation not only in the Pacific but elsewhere there comes 
the question whether there cannot be some effective consolidation with 
out a real impairment in the services that they render. 

Senator Maypank. Mr. Chairman, I was not 
didn’t thoroughly agree with you on that. But 
ing was whether or not it was the part of 
to pay along with the Army and Navy. 
the question of reduction. 

Senator Dirksen. You may proceed. 

Mr. Forsom. The primary reductions are the discontinuance of 
expanded search and rescue in the western "Pac ific at Guam, Midway, 
Wake, Sangley Point, and Adak, and the proposed elimination of 
the shoreside patrol of the port security program. As regards the 
ocean station program, the cost of this activity has been omitted f 
Coast Guard estimates after elimination of the civil requirement for 
these stations. Inasmuch as military requirements for five and two 
thirds stations have been determined, it is proposed that Coast Guard 
cutters be utilized to man these for the Department of Defense on a 
reimbursable basis. 

All Coast Guard programs have been the subject of critical review 
in the light of present di av nee “ds, 

The Commandant of the Coast Guard will inform you fully as to 
these and other phas ses of the Coast Guard estimates. 
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freasury Analysis Staff. In the consolidation, 30 average positions 
were eliminated from the Treasury payroll. 

After allowance has been made for the appropriation transfers, it 
vill be found that the funds for the Office of the Secretary are being 
educed $50,900 from the appropriation for fiscal 1954. The redue 
tion will mean that the Office will function with 11.1 fewer average 

positions in fiscal 1955 than in fiseal 1954. 
In summary, we have been thorough and conscientious In our en 
: leavors over the past few months to search out every possi bil ty for 


reducing costs and making savings. We believe that the estimates 
we have presented for the fiscal year dD represent a propel balance 
between the expenditure curtailments and the need to provide ade 
quately for the smooth and effective performance of the Treasury’ 
total tasks. 

We will be happy to answer any questions the committee may have, 
and the various Bureau representatives will, of course, be prepared to 
go into any of the details of their programs at such leneth as the 
ommittee may desire. 

Senator Dirksen. ‘Thank you, Mr. Folsom. 

Now, I presume it would be just as well, in examining these indi 
vidual estimates for the various bureaus, that we wait until the 
Bureau ‘ mefs ure before us, and l would see ho particular reason for 
iddressing those specific questions to vou, unless you have something 
by way of amplification of your statement. 

Mr. Fotsom. No, I think our statement covers it, unless you want 

) vo into a little more detail on it with the other chefs. 

Senator Dirksen. Mr. Parsons, I suppose, will linger on with us 


ntil we vo through the administrative items‘ 
BUDGET ESTIMATE, OFFICE OF THE SECRETARY 


Senator Dirksen. There is a brief statement here, Mr. Parsons, that 
relates to the administrative estimates for the Office of the Secretary. 
Che estimate for fiscal 1955, in the amount of $2,620,000. reflects a 
reduction of $50,900 when compared to the adjusted appropriation of 
$9.670.900 for 1954. 1 think in connection therewith we will add for 
the record the appropriations summary and certain other statements 
ind tables submitted in justification of the estimate. The record will 


also show this table, which is a good comparative table. 


(The material referred to follows:) 


APPROPRIATION ESTIMATE FOR THE OFFICE OF THE SECRETARY 

For necessary expenses in the Office of f 

d maintenance of the Treasury Building and Annex thereof; and the purchase 
of uniforms for elevator operators ; [$2,400,000] $2,620,01 


the Secretary, cluding the operation 


EXPLANATION OF STIMATE 


e 


The Oftice of the Secretary is responsible for the overall direction and admir 


tr on of the Treasury Department. This respons ity includes the f 
n of tax and fiscal policies, the management of the public debt, the 
revenue, the printing of currency, the manufa re of coins, the administ 
of the United States Coast Guard, United States Secret Service, and B 
f Narcotics, the coordination of law-enforcement activities, and the centra 
management of the Department In dditio the Office of he Secretary provides 
he following services for organizations within the Department hich not 
-~é ¢ ‘ 





144 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


have such facilities: Legal services and facilities, central administrative sery 
ices, a buildings operation and maintenance program, and an employees’ health 
program. 

An appropriation in the amount of $2,400,000 was provided for the Office of the 
Secretary for the fiscal year 1954. Under the provisions of Reorganization 
Plan No, 26 of 1950, the following transfers to and from this appropriation were 
made: (1) The transfer of $18,100 to the appropriation “Salaries and expenses, 
Bureau of Accounts, Treasury” to cover the cost of printing the annual report 
of the Secretary of the Treasury on the State of the Finances; and (2) transfer 
of $289,000 from the appropriation “Administering the public debt, Bureau of 
the Public Debt” to cover the cost of functions formerly performed by the Oftice 
of the Technical Staff and transferred to the Office of the Secretary in the fiscal 
year 1953. , 

The foregoing transfers provided an adjusted appropriation in the amount of 
$2,670,000. In determining the appropriation base for the fiscal year 1955, the 
various activities were reduced by $63,100 and an addition of $12,200 was made 
in the executive direction activity, making a net adjustment of $50,900 and an 
appropriation base of $2,620,000. 


EXPLANATION OF LANGUAGE CHANGES 
No request is being made for any language changes in the fiscal year 1955 
Analysis of appropriation base for fiscal year 1955 
Regular appropriation, 1954 act : $2, 400, 000 


Transferred pursuant to Reorganization Plan No. 26 of 1950, by 
Treasury Order 170-1, dated Feb. 27, 1953: 


ai, 
“Administering the public debt, Bureau of the Public | a 289, 000 
“Salaries and expenses, Bureau of Accounts, ST 5 —18, 100 


Total adjusted appropriation, 1954. 


ial ---. 2,670, 900 
Reductions: 


Activity No. 1. Executive direction aS -... $26, 840 
Activity No. 2. Administration and coordination of legal 

RN I rise tavtihadita eitecschintaes cies anita 6, 880 
Activity No. 3. General administrative services ee 


Activity No. 4. Operation and maintenance of Treasury 
IN xc wsitnbittiancigRitines sind ceicis ies 3, 000 
63, 100 
Gani 12, 200 
Pod Seccieeuenehcinecediilaanlatat wands ats | —50, 900 


Additions: Activity No. 1. Executive direction____ 
Adjustment in base (net) __ 


Appropriation base for 1955_____ ici ceardldilaeh tas 2, 620, 000 
Increase over appropriation base for 1955__ i ; : 
Appropriation estimate for 1955 pcapaahin Melanie Sek 2, 620, 000 

Increase or decrease from total appropriation, 1954 (as ad- bel 


justed ) _- ha aT i aS i ech nga ann ening ascribes es ge —50, 900 
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PREPARED STATEMENT 


Senator Dirksen. And there may be some other data which we 
hall want to add a little bit later. 

Mr. Folsom, your statement, then, has been read into the record 

its entirety. 

And if there is nothing further that you would care to add at this 
time, we will start out with Mr. Parsons. 

Mr. Parsons, shall we put your statement in the record, and have 
you highlight it for us a bit ¢ 
' Mr. Parsons. I would be glad to, sir. 

It is a little lengthy. I think I can hit the high spots rather 
quickly and save a little time. 

Senator Dirksen. Suppose you do that. 

(The statement referred to follows :) 


TREASURY DEPARTMENT—INTRODUCTORY STATEMENT OF WILLIAM W. PARSONS, 
ADMINISTRATIVE ASSISTANT SECRETARY 


Mr. Chairman and members of the committee, I wish to discuss the estimate 
for the fiscal year 1955, in the amount of $2,620,000, which has been presented 
to you for the appropriation “Salaries and expenses, Office of the Secretary of 
the Treasury.” 

An appropriation in the amount of $2,400,000 was provided for the Office of 
the Secretary for the current year. Under the provisions of Reorganization 
Plan No. 26 of 1950, the following transfers were made to and from this 
appropriation : 

(1) $289,000 from the appropriation “Administering the public debt, 
Bureau of the Public Debt” to cover the cost of the functions formerly per- 
formed by the Office of the Technical Staff which were consolidated with 
those of the Office of the Secretary ; and 

(2) $18,100 to the appropriation provided for the Bureau of Accounts 
to cover the cost of printing the Annual Report of the Secretary of the 
Treasury. 

These transfers increased the funds available in 1954 to $2,670,900. Since 
the 1955 estimate includes the salary of the Technical Assistant to the Secre- 
tary for Enforcement, which was formerly provided for in the appropria- 
tion made available in the Bureau of Narcotics, for comparative purposes 
the estimated requirements for the fiscal year 1954 would be $2,683,100 
Therefore, the estimate requested for 1955 is actually $63,100 less than the 
requirements for the current fiscal year. 

This appropriation estimate covers the requirements of the Secretary’s imme- 
diate office, his staff assistants, and that of the General Counsel and the Office 
of Administrative Services. It also provides funds for an employee's health 
program in the District of Columbia, legal services for Treasury organizations 
which do not have such facilities, a buildings maintenance and operation pro- 
gram, and central administrative services for the staff offices of the Secretary 
and departmental headquarters. 

The Secretary of the Treasury is responsible for the overall direction and 
administration of the Treasury’s many and varied activities. These responsi- 
bilities include the formulation of tax and fiscal policies, the management of 
the public debt, the collection of revenue, printing of currency, manufacture 
of coins, the administration of the Coast Guard, Secret Service, and Bureau 
of Narcotics, and the central management of the Department, which includes 
the departmentwide budgetary, personnel, personnel security, and management 
improvement programs. The Secretary is aided in carrying out his responsi- 
bilities by the Under Secretary, Deputy to the Secretary, two Assistant Secre- 
taries, General Counsel, Assistants to the Secretary, Fiscal Assistant Secretary, 
Administrative Assistant Secretary, Personnel Security Officer, and other special 
staff assistants. 

The appropriation available for the current fiscal year will provide an average 
of 465.5 positions, and the estimate for the fiscal year 1955 will provide 454.4 
average positions or a decrease of 11.1. During the current year every effort 
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has been made to reduce the operating expenses by a gradual reduction in pe: 
sonnel so that the staff will be reduced to the estimated 454.4 average positions 
hy the beginning of the next fiscal year. Since it is not anticipated that th 
workload will decrease, the reduction in personnal has to be made by degrees 
and, as each vacancy occurs, a careful analysis is made to determine whether the 
position must be filled or can remain vacant. Through this policy, the staff is 
being reduced in each organizational unit and every effort will be made to dis 
charge the responsibilities of the Office of the Secretary with the personne 
available. During the current and next fiscal years the Office of the Secretar 
is absorbing the cost of the within-grade salary advancements required by law 
to be granted to its employees and the cost of penalty mail. These costs for th: 
fiscal year 1955 are $29,000 and $6,000 respectively. 

During the past year the following organizational changes have been made ir 
the Office of the Secretary: 

(1) Realinement of top supervisory responsibilities ; 

(2) Creation of an analysis staff, combining some of the functions of the 
former Office of the Technical Staff and Tax Advisory Staff, to provide more 
effective coordination and ecnomical operation of analytical activities re 
lating to financing, debt management, and tax policies: 

(3) Reorganization of the Office of Administrative Services to consolidate 
certain activities and strengthen supervision; 

(4) Consolidation of three separate Treasury libraries; and 

(5) The establishment of the Personnel Security Office to handle the Di 
partment’s personnel security program. 

The changes made have enabled the Office of the Secretary to operate more 
efficiently and to assume additional responsibilities without requesting an increase 
in the appropriation. Asa matter of fact in addition to the reductions in person 
nel strength already made and those contemplated for the fiscal year 1955, the 
consolidation of the analytical functions in the analysis staff and the abolition of 
the Office of the Technical Staff has provided for the elimination of approximately 
30 average positions and a saving of approximately $130,000 in the appropria 
tion made available to the Bureau of the Public Debt for the fiscal year 1954. 


LANGUAGE CHANGES 


It is not necessary to request any change in the appropriation language for the 
fiscal year 1955 


ACTIVITIES 


The Office of the Secretary is divided into five activities and the following are 
some of the principal functions of each one: 

1. Executive direction: This activity consists of the Secretary’s immediate 
office and includes the clerical and staff personnel of the following: Under Se 
retary, Deputy to the Secretary, Assistant Secretaries, Assistants to the Secre 
tary, analysis staff, Fiscal Assistant Secretary, Administrative Assistant Secre 
tary, Personnel Security Officer, Director of Personnel, and departmental budget 
officer. These officials assist the Secretary in the management and executive 
direction of the Denartment, and also coordinate the many departmentwide pro 
grams which it undertakes in the management improvement, budgetary, person 
nel. and security fields. 

The estimated requirements of this activity in the fiscal year 1955 are in 
the amount of $1,081,000 and will provide 160.8 average positions. This staff 
includes that portion of the analysis staff which was formerly financed from the 
appropriation made available to the Burean of the Public Debt. In addition, 
the 1955 estimate includes the salary of the Technical Assistant to the Secretary 
for Enforcement which was formerly paid from the appropriation made avail- 
able to the Bureau of Narcotics. A corresponding decrease in the amount of 
$12.200 is being made in the estimate submitted by that Bureau. This activity 
is absorbing the additional costs in connection with the establishment of the 
Department’s personnel security program. The estimate requested for this 
activity for the fiscal year 1955 is $26,840 less than the estimated requirements 
for the current year. 

2. Administration and coordination of legal services: This activity includes 
the functions of the General Counsel, his immediate staff assistants, and the 
legal advisory staff, formerly the Office of the Tax Legislative Counsel. As 
the chief law officer of the Department, the General Counsel is responsible for 
the administration and coordination of all legal services within the Treasury. 
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This office is responsible also for legislation of interest to the Treasury. In this 
connection it prepares departmental reports on such legislation, and handles 
correspondence on legislative and legal matters. 

The estimated requirements of this activity in the fiscal year 1955 are $285,400 
nd will provide 44.5 average positions. This estimate is $6,880 less than the 
estimated requirements for the current year. 

3. General administrative services: This activity furnishes various admin- 
strative service: for the departmental headquarters and for certain bureaus. 
These services include the departmentwide coordination and management of 
the printing, property, records, and safety and fire-prevention programs. It also 
provides central services such as library, personnel, fiscal, telephone, telegraph, 
mail, secretarial, filing, duplicating, graphic, payrolls, messenger, and supplies. 
In addition, the staff includes the survey staff which is responsible for the 
coordination of space occupancy matters for Treasury organizations in the 
United States. 

rhe estimated requirements of this activity in the fiscal year 1955 are $662,520. 
This estimate will provide $520,820 for 116 average positions, and in addition, 
$141,700 for the following operating expenses of the departmental headquarters 
and staff offices of the Secretary: travel, communications, printing, contractual 
services, supplies and materials, and equipment. The amount requested for 
1955 is $26,380 less than the estimated requirements during the current fiscal 
year. 

4. Operation and maintenance of Treasury buildings: This activity is respon- 
sible for the operation and maintenance of the main Treasury Building and 
Annex. It also maintains the grounds and parking areas adjacent to these two 
buildings. 

The estimate for the fiscal year 1955 is in the amount of $536,480 and will 
provide $465,100 for 133.1 average positions and $71,380 for the following 
operating expenses: Rents and utility services; contractual services, such as 
repairs to scrubbing machines; and supplies, materials, and equipment required 
for the upkeep of the buildings. Since the staff of this activity has been reduced 
to the minimum required for the proper maintenance of the buildings, the 
estimate for 1955 includes the same amount for personal services as is provided 
for the fiscal year 1954. However, a reduction of $8,000 has been made in the 
amount requested for the miscellaneous operating expenses 

5. Emergency first-aid: This activity covers the operation of three health units 
which furnishes emergency first-aid services to employees located in Washington, 
D.C. The amount requested for this activity in 1955 is $54,600 and is the same 
amount as is provided for the current year. This estimate will provide emer- 
gency first-aid services for approximately 8,800 employees at an average cost 
of $6.21 an employee. 


EFFECT OF REDUCTION OF ESTIMATE BY H. R. 7893 


The estimate submitted for the Office of the Secretary was prepared after a very 
careful analysis of the operations and is less than the amount provided for the 
current year. The amount recommended for this appropriation by H. R. 7893 
is $2,600,000 or $20,000 less than the estimate. While the estimate submitted 
represented minimum requirements, every effort will be made to produce fur- 
ther savings to enable this office to operate within the limits of the funds rec- 
ommended. The reduction of $20,000 will result in a further decrease of ap- 
proximately 4.4 average positions, and a total reduction of 15.5 average posi- 
tions when compared with those available for the current fiscal year. 


MANAGEMENT IMPROVEMENT PROGRAM 


I would like to report some of the actions taken in connection with the De- 
partment’s management improvement program which was accelerated during 
the past year in accordance with the President's policy to strive for greater ef 
ficiency and make reductions in Government expenditures. Since the Treasury 
conducts a decentralized management improvement program a major part of the 
significant accomplishments will be reported to you by the representatives of 
the various Treasury bureaus. However, I think you will be interested in some 
of the actions taken to improve the Department’s operations. 

Earlier I mentioned some of the organizational changes made in the Office of 
the Secretary to streamline operations and reduce operating costs. Some of the 
significant accomplishments in the other organizational units are the following: 
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Fiscal service 

1. Transfer to the Federal Reserve banks of the function of verification and 
destruction of silver certificates and United States notes. The plan was put 
into effect on July 1, 1953, and will reduce shipping costs by approximately $200,- 
000. Reductions in other costs are estimated at $375,000 in Public Debt and $40.- 
000 in the Treasurer’s Office, making a total of $615,000 annually. 

2. On July 1, 1953, a revision was made in the redemption procedure for 
processing United States savings bonds. This change is expected to save ap- 
proximately $700,000 annually. 

Internal Revenue 


1. The reduction of the number of internal revenue regions from 17 to 9, ef- 
fective July 1, 1953, will cut costs in the field service by about $2 million inas- 
much as the overall administrative setup has been streamlined. This action 
will eliminate about 400 positions in the field service. 

2. The action taken to decentralize or eliminate work in the Washington 
headquarters provides for the elimination of about 900 positions and an ultimate 
saving of $4 million annually. 

3. The adoption of a new system for handling individual income-tax returns 
and information returns makes possible a reduction of about 460 positions in the 
Processing Branch, Kansas City, with annual savings of over $1.7 million. 

4. The substitution of an inexpensive printed occupational tax stamp for the 
more expensive engraved stamp formerly issued annually to about 1.5 million 
taxpayers will result in a saving of approximately $150,000 annually. 

5. The change in the filing of excise-tax returns from a monthly to a quarterly 
basis is expected to reduce the number of returns filed annually from 7.5 to 2.5 
million and save $1,430,000 in printing, processing, and related costs. 

6. The processing of the 1952 income-tax returns on a production line basis 
resulted in completion of the refund program earlier than in former years, 
thereby reducing interest payments by $2,500,000. 

Mint Bureau 


1. Since July of 1953, motor carriers have been utilized to transport 1- and 
5-cent coins from the mints to Federal Reserve bank and branches. A savings 
of about $200,000 annually will be achieved by using this method of transporta 
tion, which is fully insured, instead of the more costly parcel post or railway 
express shipments. This savings is reflected in the seigniorage fund and two 
employees were paid Cash efficiency awards of $600 each for development of 
the new plan. 

Engraving and Printing 


1. Installation of completely automatic sheet feeding devices for currency 
printing presses was started in July of 1953, and this will result in savings of 
about $1 million annually. 


United States Savings Bonds Division 


1. The recent reorganization of the Savings Bonds Division will result in an- 
nual savings of approximately $125,000 and 23 positions. The several operat 
ing sections have been consolidated into two units devoted to sales and planning. 

2. A further annual savings of $30,000 was accomplished in the Chicago Dis 
tribution Center by discontinuance of the “regular purchase” activity which en- 
nailed the maintenance of about 43,000 Addressograph plates and periodic mail- 
ing of reminder notices to regular bond purchasers. 

The bureau heads who appear before you will be glad to furnish you with 
further details on any phases of their management improvement program in 
which you may be interested. 


INCENTIVE AWARDS PROGRAM 


The incentive awards program received its principal stimulation during the 
past year through an analysis of each bureau’s program and the holding of a 
series of meetings with bureau representatives to discuss improvements; by ac- 
celerating the processing of suggestions; and by publishing results and statis- 
tics on the program in the management newsletter. Reporting procedures have 
been revised and additional authority has been delegated to the bureaus for 
making awards. During the fiscal year 1953 the Department received from its 
employees 2,931 suggestions and completed consideration of 2,853 of them. The 
Department adopted 527. Cash awards totaling $13,010 were given the em- 
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yees and it is estimated that the annual savings from the adopted suggestions 
ll be $211,115. In addition to the awards for suggestions, salary increases 
ere granted to 62 employees for superior accomplishments. The Department 
also granted 8 individual and 8 group efficiency awards to 23 employees. The 
efficiency awards granted totaled $1,735 and were based upon savings of approx- 
ately $45,000. In addition, seven meritorious civilian service awards were 
ranted to Treasury employees. 
Some of the outstanding employee suggestion and efficiency awards are the 
ollowing: 


EMPLOYEE SUGGESTIONS 
1. An Internal Revenue employee received an award of $75 for suggesting the 
mination of one staple on certain tax forms. The estimated annual saving 
$2,520 or the cost of 30 million staples a year. 
\ new radio antenna mount, adapted to the special requirements of auto- 
obiles used in alcohol and tobacco tax investigatory work, was devised by an 
Internal Revenue special investigator. It is expected to save $6,300 in labor 
nd materials annually and the employee was given an award of $175 

8. Internal Revenue is making a yearly saving of $10,000 through the sug- 
gestion of one of its Aleohol and Tobacco Tax Division inspectors, whose idea 
resulted in more efficient repair of master beer meters by Bureau personnel at 
ess expense than had been experienced in the return of meters to the factory. 
An award of $275 was granted for this suggestion. 

t. A shipfitter in the Coast Guard was given an award of $75 for working 
out a better method of attaching counterweights to the bottom of buoys. The 
counterweights can be attached in approximately 8 hours less time per buoy with 
estimated annual savings of $2,500. 

5. Another Coast Guard shipfitter worked out the problem of a too-small 
working area encountered in the construction of certain steel boats. He rigged 
an outside jig which permitted the welder to work inside the ship’s bow at the 
same time that the fitter and his helper worked on the outside. Previously, the 
welder worked while the fitter and helper stood by, or vice versa. Twenty-four 
hours of production time are saved on each boat through this suggestion which 
is expected to save $15,725 in its first year of use. The employee received an 
award of $275. 

6. An electronics mechanic at Coast Guard’s Yerba Buena Island, Calif., 
Depot suggested that aluminum foil laminate be substituted for sheet aluminum 
in the construction of radar reflectors. An annual saving of $9,000 will result 
and the employee was given an award of $250. 

7. A Public Debt employee was given an award of $200 for recommending 
changes in the compilation of report data concerning savings bonds transactions 
which will save an estimated $7,661. 

8. A faster method of attaching hardware to humidors was suggested by an 
Engraving and Printing employee. The estimated annual saving will be $6,937 
ind the employee was granted an award of $175. 





EFFICIENCY AWARDS 


1. A chief inspector at Customs San Pedro office worked out a way to relieve in- 
spectors of certain permit delivery services. The saving will be $4,706 annually 
and the employee received an award of $100. 

2. The Bureau of Engraving and Printing is saving $24,000 annually through 
the work of one of its purchasing agents on the methods of shipment of card 
checks. The award granted was in the amount of $375. 

8. An efficiency award was given to a group of six employees of the Bureau 
of Accounts. This group through its own initiative took over and successfully 
completed a varityping job formerly done under outside contract, with first 
year savings of over $1,100. These employees shared an award of $255 

1. Two Bureau of Accounts employees designed, constructed, and installed a 
metal feeder chute which permits checks to be transferred from addressograph 
machines to check-signing machines. This device will eventually completely 
eliminate the separate signing operation in the production line and savings for 
the first year will be over $8,000. The awards given to these employees were in 
the amounts of $375 and $100. 

The foregoing are examples of the types of suggestions being submitted. How- 
ever, I will be glad to furnish any additional information you may need re- 
carding the awards program and the type of suggestions the employees are sub- 
mitting to improve operations and procedures. 
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SALARIES AND EXPENSES 


Mr. Parsons. Our estimate for this year, as Mr. Folsom has just 
stated, for “Salaries and expenses, Office of the Secretary,” is $2,- 
620,000. This compares with a current appropriation of $2,400,000, 
However, while this has the appearance of an increase, it is in reality 
a decrease, due to two transfers of functions into the Office of the 
Secretary with transfers of funds from other appropriations. 

The first of these was $289,000 from the “Public debt” appropriation, 
to cover the work previously performed by the Office of the Technical 
Staff, now combined with the Office of the Secretary in the Analysis 
Staff. 

The other item is a minus item. We transferred $18,100 to the 
Bureau of Accounts for printing the annual report. The other trans- 
fer in is from the Bureau of Narcotics and it covers the salary for 
the technical assistant to the Secretary. The result of these various 
transfers, as the tables will show, is a reduction in the estimate of 
$63,100. This accounts for approximately 11 positions. 

Now, in addition to that, the House reduced our estimate by an addi- 
tional $20,000. This results in a total reduction for the coming fiscal 
year of approximately 15 average positions. 

Senator Dirksen. Fifteen positions? or just 12 positions? 

Mr. Parsons. It was lower in our original estimate, and then, with 
the additional 20,000 reduction, we figure that it will be a reduction of 
approximately 1514 average positions, or roughly 15 positions. We 
will have to find ways and means of accomplishing our work and doing 
without the particular positions that appear to be least needed. 


EMERGENCY FIRST AID 


Senator Dirksen. What does that item of $54,600 for emergency 
first aid cover—nurse and doctors? 

Mr. Parsons. That represents an item which we transfer to the 
Public Health Service for maintaining our health service, primarily 
in three locations: the main Treasury Building, the Internal Revenue 
Building, and then a small health room in the Bureau of Engraving 
and Printing Annex. The program is operated for us by the Public 
Health Service, and we transfer the funds to them. 

Senator Dirksen. So you will have roughly, then, about 454 posi- 
tions in your administrative setup 

Mr. Parsons. I believe that is the estimate prior to the reduction 
by the House. 

Senator Dirksen. And you are asking for no new language of any 
kind? 

Mr. Parsons. That is correct, sir. This represents a minimum pro- 
gram. We plan nochanges requiring new language. 


I would lke, if you don’t mind, sir, to put the total statement in 
I do have quite a few illustrations on it. 
The total statement can go in. 


the record. 
Senator Dirksen. That is right. 
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MANAGEMENT SURVEY 


Mr. Parsons. There are illustrations of management improvement 
items of the type the Secretary referred to in summary in his 
statement. 

Senator Dirksen. I meant to ask the Secretary one question that 
[ suppose you can answer, Mr. Parsons. 

Mr. Parsons. I would be glad to, if I can. 

Senator Dirksen. Have you outside services by way of contract 
being employed for a survey, a management survey, of the Treasury 
Department ¢ 

Mr. Parsons. Not for the Department in total. Just last week, as 
Mr. Folsom mentioned in his statement, we employed a management 
engineering firm to make a study of the Bureau of Engraving and 
Printing. That contract was signed this past week, and ‘that project 
s under way. 

Senator Dirksen. Do you know how much money it involves? 

Mr. Parsons. Approximately $45,000. 

Senator Dirksen. Oh, yes. 

Mr. Parsons. We are contemplating, through the use of the manage- 
ment fund that was appropriated to the Bureau of the Budget, to 
undertake a study of our fiscal service. We are currently considering 
the soliciting of bids from the various management engineering firms 
to undertake that study. 


SCHEDULE C POSITIONS 


Senator Dmxsen. There has been, of course, a great deal of interest 
in what is known as category C positions, as classified by Civil Service. 

Mr. Parsons. Yes, sir. 

Senator Dirksen. Subject to being filled if and when they can be 
filled # 

Mr. Parsons. Right. 

Senator Dirksen. Can you give us some information as to the 
number of C positions that come under this item ? 

Mr. Parsons. I would like permission to put the exact figures in 
the record, if I could. 

We have 21 schedule C positions in the Treasury Department. Of 
course, as you well know, in the Treasury, which is not often the case 
with other agencies, we have a number of Presidential appointees 
throughout our service, such as the collectors of customs and similar 
positions. So that the 21 positions are, for the most part, in the main 
[Treasury operation. The Bureau of Coustoms has two at head- 
quarters. 

I would like to put a schedule in the record showing exactly what 
the schedule C positions are in the Treasury. 

(The schedule referred to follows :) 
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Schedule C positions in the Treasury Department 
Title Grade Num ber 
OFFICE OF THE SECRETARY | 
| 
Assistant to the Secretary and Supervisor, Analysis Staff | GS-17 
Assistant to the Secretary and Head, Legal Advisory Staff GS-16 | 
Assistant to the Secretary | GS-16 | 
Do | GS-15 } 
Head, Tax Division, Analysis Staff GS-16 
Confidential Assistant to tne Secretary | GS-12 2 
Confidential Assistant to the Under Secretary GS-15 l 
Assistant to the Under Secretary GS-12 l 
Confidential Assistant to Assistant Secretary GS-13 l 
Do. . | GS-9 | 
Conti dential Assistant to General © ounsel- Gs8-9 
| 
U. 8. SAVINGS BONDS DIVISION | ] 
| 
| 
National Director, U. 8. Savings Bonds Division_____- - | GS-16 | 1 
BUREAU OF CUSTOMS 
Commissioner of Customs_........ | GS-18... | 
Confidential Assistant to Commissioner of Customs | G8-13_. 
OFFICE OF TREASURER OF UNITED STATES | 
. : ™ | ae | 
Cor fidential Administrative Assistant to the Treasurer_...._.................-..| GS8-@_.... | 
Cor fidential Assistant to the Treasurer_._- . ; 2 G8-7. ---| 
DO cennesrcrenesoces << paketit keane apeteeolgnaeth cecqeqapea—usleseden-gecgsty 21 


Senator SMiru. That is out of how many current employees? 


Mr. Parsons. Out of approximately 80,000 current civilian em- 
ployees. 
Senator Dirksen. Now, is there anything else we ought to know 


about this, Mr. Parsons? 

Mr. Parsons. There is one thing I think might be helpful, Senator, 
to indicate the type of progress Mr. Humphrey has made, not only 
in the management of Treasury but in the management of his own 
office. 

We are currently running the headquarters operation of the Treas 
ury with a em antially decreased number of personnel, as compared 
to prior yeal 


FUNCTIONAL EMPLOYEES 


Trying to make it as comparatively accurate as possible, and know- 
ing of your earlier experience in the House committee, I thought you 
would be interested in knowing that in 1945 in the various functional 
activities now covered in this appropriation, we had approximately 
912 people performing the various functions, such as the legal fune- 
tion, the maintaining of the building, telephone, messengers, and simi- 
lar services. The comparable figure to that in this estimate is 454 
people to do the same job. 

Senator Dirksen. Roughly about half of what it was. 

Mr. Parsons. Yes, roughly one-half. And we feel that while we 
know there are some corners we have to cut, we are meeting, we think, 
all the basic essentials. 

And, as I say, we owe Mr. Humphrey a big debt for helping us 
reduced number 
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Senator Dirksen. In your judgment, there is no impairment in 
| the services that have been rendered in any one of the five component 
tems which make up the general administrative classification ¢ 

Mr. Parsons. I could hardly say no impairment, but I think we 
ire getting along. 

[ think we are meeting the problem. And for the most part, I think 
that the Secretary 1s pleased with the service that he gets from his 
organization. 

: So I would say that we are meeting the need. If that is “without 
| impairment,” yes. 

Senator Dirksen. Is there anything else you have to offer this 

afternoon ¢ 

Mr. Parsons. I don’t believe so, sir. 

Senator Dirksen. All right. 

We will leave it stand at that, and the committee will recess until 

tomorrow afternoon at 2 o'clock. 

(Whereupon, at 3:55 p. m., Monday, March 22, 1954, a recess was 

taken until 2 p. m., Tear, March 23, 1954.) 
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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1955 


TUESDAY, MARCH 23, 1954 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Everett McKinley Dirksen, presiding. 
Present: Senators Dirksen and Magnuson. 


TREASURY DEPARTMENT 
Bureau or Accounts 


STATEMENTS OF R. W. MAXWELL, COMMISSIONER OF ACCOUNTS; 
G. L. CAKE, ASSOCIATE COMMISSIONER; P. D. BANNING, CHIEF 
DISBURSING OFFICER ; W. E. BARKER, ASSISTANT COMMISSIONER 
OF ADMINISTRATION; R. E. SMITH, BUDGET OFFICER; H. R. GEAR- 
HART, DEPUTY COMMISSIONER; AND E. C. NUSSEAR, DEPUTY 
COMMISSIONER 


SALARIES AND EXPENSES 


Senator Dirksen. The hour of 2 o’clock having arrived, we will 
proceed. 

Mr. Maxwell, will you tell us a little something about the opera- 
tions and the needs of the Bureau of Accounts and justify your 
estimate for the fiscal year 1955? 

Your estimate is $2,700,000, which is a decrease of $29,100 from your 


adjusted appropriation of 1954 which was $2,729,000. 

Your statement is here and unless it is too long, we will put the 
statement in the record in its entirety and you may excerpt it and 
put in whatever may be necessary. The record will also show the ap- 
propriations summary and certain tables and statements considered 
pertinent to this hearing. 

The members of the committee had an opportunity to examine your 
preliminary statement. However, you may want to highlight it. 
Would that be satisfactory to you? 

Mr. Maxwetu. Yes, sir. I will be glad to give briefly the high- 
lights of the statement and I would like the main statement supplied 
for the record. 

(The material referred to follows :) 

159 


42711—54—_11 





160 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


APPROPRIATION ESTIMATE FOR THE BUREAU OF ACCOUNTS 


“For necessary expenses of the Bureau of Accounts, [$1,800,000] $2,700,000 
Provided, That Federal Reserve banks and branches may be reimbursed for 
necessary expenses incident to the deposit of taxes in Government depositories.” 


EXPLANATION OF ESTIMATE 


It is anticipated that the major functions of the Bureau of Accounts will not 
change materially during the fiscal years 1954 and 1955. These functions in 
clude numerous and varied fiscal operations relating to: (1) Control of appro 
priations made by Congress to the various departments and establishments 
through the issuance of warrants; (2) maintenance of the central accounts of 
the Government relating to receipts, expenditures, and appropriations; (3) 
preparation of monthly and annual reports to the Congress including the re 
ceipts, appropriations, and expenditures of the Government, and the Secretary's 
annual report; (4) performance of disbursing functions for the civil establish- 
ments of the executive branch of the Government except postal service and 
United States marshals; (5) handling accounts and payment of claims in con 
nection with uncurrent and stale checks; (6) handling claims and issuance of 
substitute checks for entire Government service; (7) issuance of United States 
savings bonds to Federal employees under the payroll savings plan; (8) 
handling the details relating to the designation and the supervision of 
the Federal depositary system including the deposit of withheld and excise 
tax; (9) administration of the Government Losses in Shipment Act; (10) ap 
proval of surety bonds and determination of underwriting qualifications of surety 
companies authorized to do business with the United States: (11) handling 
investments of various trust and other funds for which the Secretary of the 
Treasury is responsible; (12) supervision of Treasury accounting and participa 
tion in overall accounting and reporting procedures for the entire Government 
service under joint accounting program; (13) development of regulations and 
administration of internal auditing for the Treasury Department; (14) annua! 
appraisal of Commodity Credit Corporation; (15) accounting, billing, and col 
lecting for lend-lease articles transferred and surplus property sold to foreign 
governments; (16) accounting for foreign currencies acquired by the Treasury 
(17) payment of international claims; (18) handling certain claims and judg. 
ments against the United States; (19) maintenance of records relating to au- 
thority of Government corporations and agencies to borrow from the Treasury, 
and loans made to such agencies; (20) liquidation of the residual fiscal affairs 
of certain agencies and commissions placed in liquidation; and (21) audit of 
various trust and deposit fund accounts. 


LANGUAGE CHANGES 


No changes in the appropriation language for the Bureau of Accounts will 
be necessary for the fiscal year 1955. 


Analysis of appropriation base 


Regular appropriation, 1954-._..__._-__- ome im 
Transfer from “Salaries and expenses, Division of Disbursement, 
1954" eth Ae See Ary 860, 000 
Treasury order No. 164, dated Dec. 1952, consolidated the 
Division of Bookkeeping and atte oe the Accounting Sec- 
tion of the Division of Disbursement including the field account- 
ing units into a single Division of Central Accounts, effective 
Jan. 4, 1953. 
Transfer from “Administering the public debt, 


Sureau of Public 


Debt, 1954” Ll ciate asada its tO daanpebe 51, 000 
Transfer from “Salaries ; and expenses, Office of the Sec retary of the 

of the Treasury, 1954” heal Rincceemenne iedlatmmaetnaanistlialiaise oxiilaecabise 18, 100 
Treasury order No. 170-1, ds ited Feb. 27, 1953, abolished the 
Technical Staff of the Treasury Department and transferred the 
preparation of the annual report of the Secretary of the Treas- 
ury and the Treasury Bulletin to the Bureau of Accounts, effec- 
tive Mar. 1, 1953. The order also transferred the Office of the 

Government Actuary to the Bureau of Accounts. 
SIE, SC URDU UI i tn eccrine ince int es 928, 100 


2, 729, 100 


Total adjusted appropriation, 1954 
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REDUCTIONS 


Financial reporting and maintenance of the Government’s central accounts: 
Improvement of accounting and reporting functions— $31, 000 
It is anticipated that the present program for improving 
the detailed procedures involved in the accounting and fi- 
nancial reporting functions will result in a savings during 
the fiscal year 1955 of 8 positions amounting to $28,000 and 
$3,000 for rental of tabulating equipment. 
Reduction in printing costs : r < 
Arrangements are being made with the Government Print 
ing Office to substitute typed copy and offset printing for 
setting of printer’s type and letterpress process for print 
ing the Daily Treasury Statement and the annual report of 
the Secretary of the Treasury. It is anticipated that these 
und other changes affecting printing costs will result in sav- 
ings amounting to $36,500 during the fiscal year 1955. 


86, 500 


Processing deposits of withheld taxpayments: 
ReimLursement to Federal Reserve banks os +, 500 
It is estimated that the Federal Reserve banks through 
minor improvements will be able to decrease the unit cost 
for handling depositary receipts, resulting in a savings of 
$4,500 in the fiscal year 1955. 


Total reductions__--_ aad ches vaidaich ieee ties innit 





ADDITIONS 


Processing deposits of withheld tax payments: 
Purchase of depositary receipts and envelopes $39, 900 

Depositary receipts and envelopes were purchased in 1953 
for use in the fiscal year 1954 in order to make funds 
available to reimburse the Federal Reserve banks for addi- 
tional unbudgeted cost for handling excise tax payments in 
the fiscal year 1954. See p. 110 House hearings on Treasury- 
Post Office Departments appropriation bill for 1954. 

Additional cost of penalty mail__- Sea aeieiecannmamedan — 8, 000 

Public Law 286, 838d Cong., approved Aug. 15, 1953, en 
titled “An act to reimburse the Post Office Department 
for transmission of official Government mail matters,” pro- 
vides that, “There shall be transferred to the Post Office 
Department as postal revenue out of any appropriations or 
funds available to departments, agencies, and establishments 
concerned the equivalent amount of postage due therefor 
as determined pursuant to regulations prescribed by the 
Postmaster General.” The cost of penalty mail absorbed 
within this appropriation amounts to $12,000 for 10144 months 
of the fiscal year 1954 and $15,000 for the full fiseal year 
1955. The additional cost of $3,000 for a full year is as 
follows: 

Financing reporting and maintenance of the 





Government’s central accounts__..--.------ $2, 200 
Processing investments, loans, collections, and 
surety bonds a Renata aah et 500 
Supervision of Federal depositary system 300 
Total additions ae : satiate til wettdeatan 42, 900 
Adjustment in base (net) _-- oe iabeoad —29, 100 
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Analysis of appropriation base for fiscal year 1955 


magtiar appropriation; i006 act... $1, 800, 000 
Transferred, pursuant to Reorganization Plan No. 26 of 1950 from: 
“Salaries and expenses, Division of Disbursement,” Treasury 


GEGOE BHO; Be Me Be, We, RN sisi itd ded 860, 000 
“Administering the public de bt, on of the Public Debt,” 
Treasury order No. 170-1, dated Feb. 27, 19538_.__.......____ 51, 000 
“Salaries and expenses, Office of the Secretary of the Treasury,” 
Treasury order No. 170-1, dated Feb. 27, 1953_.__._.________ 18, 100 
eee 
Total, adjusted appropriation, 1954.....-.__..._.._______ 2, 729, 100 
Reductions: ; 
Activity No. 1, processing deposits of withheld taxpay- 
eta ied cleat. are ieidintntbiesaitigthsiniieatindngn a dhas deen $4, 500 
Activity No. 2, financial reporting and maintenance of 
the Government's central accounts.......ceccnunauns 67, 500 
IE Sith lnatisicteaaconcininivinsiintidnniiiaat ete hie 72,000 


Additions: 
Activity No. 1, processing deposits of withheld tax pay- 
MOO TB unseen 3 


Activity No. 2, ‘fins incial reporting and maintenance of 





the Government’s central accounts etilaeiebain at . 2,200 
Activity No. 4, processing investments, loans, claims, 
collections, and surety bonds__________- ‘ 500 
Activity No. 5, supervision of the Federal | depositary 
a a Riise pednanintninsqnceliatiadintes 300 
Adiustment in base (net). ee _... 42,900 —29, 100 


pepration Done fer tine a 
Increase over appropriation base for 1955__ 
Appropriation estimate for 1955__ eet _ ae 
Increase or decrease from total appropriation, 1954 


2, 700, 000 
a ae a 2.700. 000 
—29, 100 


Comparison of appropriation base with appropriation estimate for 1955 


se EE 


















| ail | — : 
| Appropriation base Appropriation esti- Increxse or 
| for 1955 mate for 1955 decrease 
Activity — —+—_——— — ~ 
| Average tsnount | Average n t Average 
positions ; positions moun positions Amount 
1. Processing deposits of withheld | 
tax payments... | 3.0 $801, 393 3.0 $801,393 |...._. 
2. Financial reporting and main- | | j 
tenance of the Government’s | 
central accounts j 287.9 1, 395, 887 | 287.9 1, 395, 887 |__. 
3. Development and installation of | | re 
accounting and reporting sys- | 
tems | 19.1] 151,379] wet aan 
4. Processing investments, loans, | | | | 
claims, collections and surety | | | 
bonds | 3471 150,300] 347 159, 390 
5. Supervision of the Federal de- | 
positary svster 19.3 97, 555 19.3 97, ty | 
6. Executive direction __. 13.0 94, 396 13.0 94, 396 
Total 377.0 | 2,700,000 377.0 | 2,700,000|.....__ |. . 
Adjustment in base (net) _- +8. 0 +29, 100 =3.0 | —$29, 100 
Total, adjusted appropriation as 
1954 and ar ypriation esti- 
mate for 195 ‘ 385.0 2, 729, 100 377.0 | 2,700,000 —8.0 —29, 100 
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Standard classification schedule 
Increase (+) or de- 
| crease (—) 1955 
Appropria-| Appropria-| Appropria-| estimate over— 
tion esti tion base tion esti- af aictaied 
mate 1954 for 1955 | mate 1955 
| ORK hace | 1954 esti- 
1955 base mate 
- — — . em . pean ——|—___—— 
Total number permanent positions 392 384 {84 | —8 
Average number of employees | 385 377 377 | —8 
Average salaries ani grades | | 
General schedule grades | | } | | 
Average salary $4, 481 $4. 557 $4. 557 +76 
A verage grade Gs 7 GS-5.7 GS-5.7 . ; 
ORJECT CLASSIFICATION | 
| 
Personal services 
Permanent position $1, 710, 108 | $1,682, 208 | $1, 682, 208 —27, 900 
tegular pay in excess of 52-week base } 6, 533 6, 433 6, 433 100 
Payment above basic rates 4, 309 4, 309 4,309 | - 
lotal personal services ; 1, 720, 950 1, 692, 950 1, 692, 950 28, 000 
Travel 5, 000 5, 000 5, 000 
ran vortation of things 3, 000 3, 000 4, 000 | — 
Communication services 44. 000 37. 000 37.000 | +3. 000 
I sand utility services 78, 000 75, 000 75, 000 3, 000 
Printing and reproduction 99, 656 103, 050 103, 050 +3, 400 
Other contractual services 13, 500 13, 500 13, 500 | . 
Reimbursements to Federal Reserve banks 756, 000 751, 500 751, 500 | 4, 500 
Supplies and materials 11, 500 11, 500 11, 500 | 
Equipment 5, 000 5, 000 5.000 | - 
Cash awards . 
laxes and assessments 2, 500 2, 500 2, 500 
lotal appropriation or estimate 2, 729, 100 2, 700, 000 2, 700, 000 é —29, 100 


INTRODUCTORY STATEMENT OF R,. W. MAXWELL, COMMISSIONER OF ACCOUNTS ON 
APPROPRIATIONS FOR ADMINISTRATIVE EXPENSES 


ACTIVITIES 


The activities of the Bureau of Accounts are substantially the same as hereto- 
fore. For budget presentation, these activities are grouped into eight categories 
as follows: 


1. Processing payments and collections. 


2. Issuance of savings bonds. 

3. Processing deposits of withheld taxpayments. 

4. Financial reporting and maintenance of Government’s central accounts. 
5. Development and installation of accounting and reporting systems. 
6. Processing investments, loans, claims, collections and surety bonds. 
7. Supervision of the Federal depositary system. 

8. Executive direction. 


The administrative expenses for the first two activities, for which we are 
requesting $14,600,000 in the fiscal year 1955, are provided in a separate appro- 
priation “Salaries and expenses, Division of Disbursement’ which will be justi- 
fied by the Chief Disbursing Officer. The remaining activities are provided for 
in the appropriation, “Salaries and expenses, Bureau of Accounts, Treasury” for 
which we requested $2,700,000 in the fiscal year 1955. 

Although the titles are somewhat self-explanatory, I should like to give a brief 
explanation of these activities and describe recent changes. 

The “Processing deposits of withheld tax payments” relates to the procedure 
whereby employers withholding income and social-security taxes in excess of 
$100 each month must deposit such withholdings with the Treasury through a 
depositary bank, thereby making the funds available to the Treasury at an 
earlier date than under the former procedure. Effective July 1, 1953, this pro- 
cedure was extended to include excise tax payments of $100 or more a month, 
thereby permitting the filing of a quarterly tax return in place of a monthly 
return, thus resulting in an annual savings of about $1,350,000 to the Internal 
Revenue Service. Funds for this activity are principally for the reimbursement 
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of the Federal Reserve Banks, which act as agents for the Treasury, for handlip: 
these deposits and checking the depositary receipts received by Directors 9; 
Internal Revenue when the quarterly tax return is filed. It is necessary to mak 
this check to assure that they agree with the amounts deposited in the Federa 
Reserve Banks. This operation cost $777,000 in the fiscal year 1953, and it js 
estimated that, after giving consideration to the increased volume because of th¢ 
extension of the tax procedure to excise taxes and to the adjustment for printing 
of receipts in 1953 for use in 1954, the amount required for 1955 will be $800,009 
in rounded figures. Approximately 45 percent of this amount is reimbursab\ 
from the Federal Old-Age and Survivors Insurance Trust Fund, which js 
deposited in the Treasury as a miscellaneous receipt. 

The next activity, “Financial reporting and maintenance of Government's 
central accounts,” has undergone a material revision during the past year both 
from the viewpoint of organization and procedure. These revisions stemmed 
from the Budget and Accounting Procedures Act of 1950 and resulted in a re 
alinement of the accounting functions in the Bureau of Accounts. A Division 
of Central Accounts was established to perform the accounting functions pre 
viously performed by the former Division of Bookkeeping and Warrants and the 
Division of Disbursement. 

To develop new reports and revise the present reports as might be required 
to carry out the reporting provisions of the Budget and Accounting Procedures 
Act, a Division of Central Reports was also established. In addition this Divi- 
sion is responsible for the activities previously performed by the former Division 
of Financial Reports of the Bureau of Accounts and a part of the reporting 
activities of the former technical staff of the Office of the Secretary. One of the 
more important changes in financial reports was that made in the Daily Treasury 
statement effective July 1, 1953. Further changes are under consideration. 

Also transferred to this activity from the Office of the Secretary was the 
responsibility for compiling and publishing the Secretary’s Annual Report and 
the Treasury bulletin. Appropriate transfers of funds to the Bureau of Accounts 
have been made for the fiscal year 1954, namely, $860,000 from “Salaries and 
expenses, Division of Disbursement”; $51,000 from “Administering the Public 
Debt, Bureau of the Public Debt”; and 818,000 from “Salaries and expenses, 
Office of the Secretary of the Treasury.” These amounts are reflected in the 
base for the fiscal year 1955. Economies amounting to over $100,000 per annum 
have been effected as a result of these changes in organization and procedures 

The “Development and installation of accounting and reporting systems” 
relates to the functions performed by the accounting systems staff and in- 
rludes participation with the General Accounting Office and the Bureau of the 
sudget in the joint accounting program to improve the Government’s overall 
accounting and the technical work covering accounting procedures to implement 
legislation applicable to the Treasury. It also develops accounting and financial 
reporting systems within the Treasury Department. In addition, by 17 reasury 
Order 164, the internal audit functions contemplated under the Budget and Ac- 
rounting Procedures Act of 1950 were assigned to this staff. Like other activities 
in the Bureau of Accounts, the number of employees on this staff has been 
reduced in the fiscal year 1954. At the beginning of the fiscal vear 1953 there 
were 20 accounting and technical employees on this staff, whereas at the present 
time we have 16. It is hoped that we will be able to maintain this staff at least 
at the present level, since the studies made by this staff lead to improved re- 
porting and accounting procedures, many of which result in important economies. 
Further reduction of this staff would of course retard such studies. 

The next activity, “Supervision of the Federal depositary system,” is per- 
formed by the Deposits Branch and consists of handling the detail work in con- 
nection with the designation and supervision of banks to act as agents for the 
United States in performing certain fiscal functions such as furnishing bank 
irafts to Government officers, furnishing cash to Government officers, maintain- 
ing accounts for disbursing officers, ete. It also handles the detail work in con 
nection with the designation of facilities at military posts. This work includes 
the preparation of correspondence with Government agencies and financial in- 
stitutions relative to the designations or changes in designation of depositaries, 
the transmittal of collateral to secure deposits of the Treasurer of the United 
States with such depositaries and the reviewing of periodic bank reports re- 
flecting the volume of transactions handled. For sometime past, we have had 


difficulty in making a complete review of these reports because of lack of avail- 
able personnel. 

The “processing investments, loans, claims, collections and surety bonds” 
covers a variety of miscellaneous transactions of a fiscal nature, such as handling 
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uvestments for trust funds, payment of international claims, and billing under 
jend-lease and surplus property agreements. Also, on November 1, 1953, there 
was added to these functions the liquidation of the Economic Stabilization 
Agency for which no additional funds are requested in this estimate for 1955 
since a determination has not yet been made as to whether funds will be needed. 

rhe last function, namely, “Executive direction,” covers the Office of the Com- 
missioner and the Associate Commissioner, the Office of the Executive Assistant 
to the Commissioner and the Office of the Government Actuary. This latter of- 
fice was transferred from the Secretary’s Office on March 1, 1953. 

For 1955 we requested $2,700,000, which is $29,100 less than our appropria- 
tion and transfers for 1954. However, this mathematical difference in totals 
does not reflect the actual reduction which the Bureau anticipated it would 
absorb in this appropriation. Last April, we appeared before the Appropria- 
tions subcommittee and, in order to avoid the necessity for a supplemental ap- 
propriation for 1954 to cover the costs in the fiscal year 1954 for the extension of 
the withholding tax procedure to excise taxes, suggested that we use $40,000 
of 1953 funds to purchase forms, receipts, and envelopes for the fiscal year 1954. 
rhe cost of these items is not in the appropriation for 1954 but will be required in 
1955. Therefore, the total amount which the Bureau initially anticipated it 
would absorb is over $70,000. However, the House has reduced the amount of 
this appropriation in H. R. 7893 by an additional $151,300, which results in a 
total reduction from the current year of $225,000 or over 8 percent. 

This reduction is made despite the fact that there is no reason to believe that 
the Bureau will have any reduction in work volume. On the contrary, it is an- 
ticipated that there will be a slight increase, such as the probable increase in the 
volume of depositary receipts to be processed in 1955. 

I have a statement here showing this situation more clearly, which I would 
like to insert in the record if you have no objection. 


(The statement referred to follows :) 


Comparison of appropriation requirements for the fiscal year 1954 with estimates 
for the fiscal year 1955—“Salaries and expenses, Bureau of Accounts” 


Fiscal year 1954: 
1. Direct appropriation for salaries and expenses $1, 800, 000 
2. Funds to cover new activities transferred under 
Reorganization Plan No. 26 of 1950: 
For accounting activities from the Division 
of Disbursement- $860, 000 
For actuarial and financial reporting activi- 
ties from: 


Office of the Secretary 5 18, 100 

The public debt ha 51, 000 
929, 100 
3. Total appropriations available 2, 729, 100 
4. Printing of depositary receipts in 1953 for use in 1954 42, 088 
5. Appropriations and inventories available in 1954 2, 771, 188 


Fiseal year 1955: 
6. Increases: Increased cost of postage (Public Law 286, 83d 


Cong.) for 114 additional months . 3, 000 
7. Gross requirements $3 os 2, 774, 188 
8. Amount requested for 1955 : 2, 700, 000 
9. Amount required to be absorbed per original request 74, 188 
10. Reduction by House (5.6 percent) : 
Requested by Bureau ‘ = . $2, 700, 000 
Approved by House ’ 2, 548, 700 


- 151, 300 





11. Total decrease over 1954 (8.1 percent) 22 


Amount expended for these activities in the fiscal year 1952 (the 
last full fiscal year prior to the transfer of activities to the 
Bureau) pena ... 2, 987, 806 
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It will be noted from this table that our initial estimate for 1955 is $287,805 
below the actual requirements for 1952, the last full fiscal year prior to the 
transfers and changes in organization, while the House decrease makes the 
reduction $439,105 or 14.7 percent. The largest part of these reductions must be 
applied to personal services since the Bureau has certain nonpersonal expendi- 
tures which cannot be reduced, such as payments made to cover expenses of 
handling withheld taxes, including reimbursement to the Federal Reserve banks 
and printing of the required forms. Consequently, it has been necessary to 
materially reduce the number of employees who are paid from this appropria 
tion. It was anticipated that a reduction of 24 employees could be made as a 
result of the consolidation of the accounting functions previously mentioned 
without impairing essential services. However, because of further reduced 
appropriated funds for 1954, it has been necessary to reduce personnel by an ad- 
ditional 38 employees. This has contributed to certain administrative prob- 
lems which we have not yet worked out, such as the existing condition in the 
Deposits Branch previously mentioned, backlogs which have developed in the 
correspondence and claims arising from the liquidation of the Philippine War 
Damage Commission, and the compensatory leave condition in the Division of 
Central Accounts due to the overtime necessary in maintaining the central ac 
counts and furnishing information on receipts and appropriation expenditures 
We hope that progress can be made to eliminate these conditions by the end of 
the current fiscal year so that we will then be in a position to work out the 
methods or means by which we can be able to absorb the additional reduction 
in this appropriation for the fiscal year 1955, as shown in the table inserted in 
the record. 

Although the reduction made by the House in the appropriation for 1955 will 
require us to reduce our force further, it is possible that procedural improve 
ments can be developed by our Accounting Systems staff so that such reduction 
will not materially impair the quality and promptness of Bureau operations. As 
you know, the activities of the Bureau of Accounts, for the most part, are of a 
service character and consequently, we cannot control the volume of our trans 
actions. Therefore, if major shortcuts cannot be developed in our procedures, 
backlogs will certainly develop so that it will be necessary to request funds at 
some later date to take care of the situation, as indicated in the Sec retary’s recent 
letter to your committee. 


ACTIVITIES OF BUREAU 


Mr. Maxwe... I would like to point out that the functions or activi 
ties of the Bureau of Accounts are, for the most part, service activities 
so that the volume of our work is beyond our control. In the event 
funds are not available to adequately take care of the administrative 
expenses, it either means we won't be able to carry out these functions 
properly—it will impair the quality of our work or the quantity, or 
perhaps both. 

The Bureau of Accounts has 2 appropriations—1 for the activi- 
ties of the Division of Disbursement which includes the payment of 
public creditors for the executive branch of the Government, except 
the military, and a few others. Mr. Banning, the Chief Disbursing 
Officer, will justify that appropriation. 

The other activities are paid from the appropriation “Salaries and 
expenses, Bureau of Accounts,” for which $2,700,000 was requested. 

The first of the activities included in this appropriation refers to 
the processing of deposits of withheld tax payments. 

Senator Dirksen. You say the first two items will be amplified a 
bit later, namely, payment of public creditors, and one other ? 

Mr. Maxwevt. Yes, sir. There are two items covering the pay- 
ment to public creditors—issuing of checks—and the issuing of savings 
bonds to Federal employees under the payroll-allotment plan. Mr. 
Banning will take care of that. That is the second appropriation. 
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Senator Dirksen. with item No. 3 in your 
statement ? 


Mr. MAXWELL. 


So actually you start 


That is correct. 


rAX PAYMENT ACT OF 1943 

Under the current Tax Payment Act of 1943 employers who with- 
hold income taxes of $100 or more monthly from their employees’ 
salaries are required to deposit this money currently with the Treas- 
ury through a Federal Reserve bank or a specified depositary. They 
are given certain receipts which are attached to their tax return. 

In the course of the processing, those receipts eventually get to the 
Federal Reserve bank. 

We are asking around $800,000 to cover the cost of rein ibursing the 
Fede ral Reserve banks for their e Xpenses and to take care of the en- 
velopes and supplies necessary to carry on this operation 

(bout 45 percent of these funds are reimbursable from the old-age 
und survivor's insurance trust fund. On January 1, 19 
he taxes collected under the Federal In- 
Contributions Act. This process was also extended on July 
include railroad retirement taxes, and on June 1, 1953, to 
The scope of this procedure is gradually being extended. 


50, this process 
was extended to include 
surance 
1, 1951, to 


excise taxes, 


QUARTERLY RETURN PROCEDURE 
item of getting on to a quarterly 


I think you mentioned that 


Senator Dirksen. What is that 
report basis or a quarterly return basis 
in your statement. 

Ir. MAXWELL. 
Revenue originally 
veloped a quarterly return in conjunction with monthly 
der the withheld tax procedure or the depositary receipt procedure. 
So we still collect money on a monthly basis, but the taxpayer only 
This new procedure saved the Bureau of 
350.000. It around sixty-five or 
So it was a good improvement for the 


The excise taxes in the Bureau of Internal 
But they de- 
payments un- 


Yes, sir. 


were filed on monthly tax returns. 


files a return once a quarter. 
Internal Revenue about $1. 
seventy-five thousand dollars. 
Government. 

Senator Dirksen. That was a net saving? 

Mr. Maxwetu. Yes, sir, over $1.275,000. 

Che next function we have is the financial reporting and mainte- 
nance of Government’s central accounts. 

Under the act of July 31, 1894, the Treasury Department is respon- 
sible for maintaining the appropri: ition accounts for the whole Gov- 
ernment except the postal service. These accounts or records are the 
basis for making financial statements to the Joint Committee on Non- 
essential Federal Expenditures. We make monthly reports to this 
committee for its use. We also make an annual report to the Bureau 
of the Budget from these records which is used in the budget docu- 
ment as supporting data for the appropriations, expenditures, and 
receipts. 

Also, under that same act, the Treasury is required to submit to the 
Congress once a year a complete statement of : appropri: tions, rec eipts, 
expenditures, and balances which we submit at the beginning of each 


cost us 
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session. These accounts are the basis and source of information for 
these reports. 

About a year ago—January 4, 1953—under Treasury Order No, 164 
this accounting was consolidated with the accounting of the Division 
of Disbursement, which formerly was paid from the other appropria 
tion of the Bureau of Accounts. As a result, there was a savings of 
approximately $100,000 in the administrative expenses from that 
consolidation. This consolidation was completed June 30, 1953. 

DAILY TREASURY REPORT 

Senator Dirxsen. I notice the change in format of the daily 
Treasury statement. What other modifications were made, if any, 
and what has been accomplished whereby some money may be saved / 

Mr. Maxwei. We have the accounting system staff who make 
numerous studies for the purpose of improving the reporting and 
accounting within the Government. 

I think I can refer to some of those items here, the kind of thing 
which this staff covers. That comes under one of our other functions, 
and I can pick it out. 

Senator Dirksen. You may take care of that later. 

You mentioned now a departmental order with respect to centrali 
zation and maintenance of accounts. Is that along order? TI wonder 
if it would be useful if it were included in the record ? 

Mr. Maxwe wt. It is about one page, I think. 


Senator Dirksen. It might be well to include that departmental 
order in the record. 
(The document referred to follows:) 


THE SECRETARY OF THE TREASURY, 
Washington, December 12, 1952. 
TREASURY DEPARTMENT 


ORDER NO. 164 


By virtue of the authority vested in me as Secretary of the Treasury by Re- 
organization Plan No. 26 of 1950, it is hereby ordered as follows: 

1. There is hereby established a Division of Central Accounts in the Bureau of 
Accounts to which shall be transferred and into which shall be consolidated the 
functions of the Division of Bookkeeping and Warrants and the accounting units 
of the central and field installations of the Division of Disbursement, and the 
functions of which shall include the maintenance of such central accounts as may 
be required to comply with section 114 of the Budget and Accounting Procedures 
Act of 1950. 

2. The unexpended balances, now available or to be made available, of appro- 
priations, allocations, allotments, or other funds of the Division of Disbursement 
necessary for the performance of the functions transferred from such Division 
by paragraph 1 hereof, shall be merged with the appropriations, allocations, 
allotments, and funds of the Bureau of Accounts available for the performance of 
the other functions transferred under such paragraph. 

3. There is hereby established a Division of Deposits and Investments in the 
Bureau of Accounts to which shall be transferred and into which shall be con- 
solidated the functions of the Division of Deposits, the Division of Investments, 
and the Section of Surety Bonds. 

4. There is hereby established a Division of Central Reports in the Bureau 
of Accounts to which shall be transferred the functions of the Division of Finan- 
cial Reports and such other functions relating to the preparation of reports as 
are provided in section 114 of the Budget and Accounting Procedures Act of 1950. 

5. The Commissioner of Accounts shall have responsibility for the development 
and administration of departmental internal auditing policies and regulations 
to be observed in the several bureaus and offices of the Treasury Department, 
pursuant to section 118 (a) of the Budget and Accounting Procedures Act of 
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1950, these functions to be performed by the Accounting Systems Staff created 
pursuant to Reorganization Plan III, which became effective on June 30, 1940, 
hy action of the Congress, The term “internal auditing” shall, for the purposes 
of this order, be deemed to relate to an examination of financial transactions, 
records, procedures and reports, and of funds, securities, and other assets of 
the Treasury Department. 

6. Such of the personnel, property, and records utilized by the Division of 
Bookkeeping and Warrants and the Division of Disbursement for the performance 
of functions transferred by paragraph 1 of this order and such of the personnel, 
property, and records utilized by the Division of Deposits, the Division of Invest- 
ments, and the Section of Surety Bonds for the performance of functions trans- 
ferred by paragraph 8 of this order, and such of the personnel, property, and 

cords utilized by the Division of Financial Reports or elsewhere within the 
Bureau of Accounts for the performance of functions transferred by paragraph 
{ of this order, as may be determined by the Commissioner of Accounts to be 
necessary to effect the performance of such functions, shall be transferred, re- 
spectively, to the Division of Central Accounts, the Division of Deposits and In- 
vestments, and the Division of Central Reports. 

7. At the head of each division established herein there shall be a Deputy 
Commissioner of Accounts who shall perform his duties under the general direc- 
tion of the Commissioner of Accounts. 

8. This order shall become effective on January 4, 1953. 


JOHN W. SNYDER, 
Secretary of the Treasury. 


ESTABLISHMENT OF DIVISION OF CENTRAL REPORTS 


Mr. Maxwe.u. That same order also created the Division of Central 
Reports in the Bureau which was established for the purpose of carry- 
ing out the responsibilities under section 114 of the Budget and Ac- 
count ing Procedures Act of 1950. 

Under that act the Secretary was given the responsibility for pre- 
paring reports for the information of the President, the Congress, 
and the public; and this Division has already done some work in that 
connection. They have worked on the revision of the daily Treasury 
statement you just mentioned. They actually get the information from 
our Central Ac ounting Division and other sources and put it together 
for the reports I just mentioned such as the combined statement, which 
is compiled for the Congress. 

They also prepare the annual report for the Secretary and the 
Treasury Bulletin. They make up numerous special statements at the 
request of committees of Congress or for the executive branch of the 
Government. 

Senator Dirksen. Has it been possible to eliminate any reports at 
all as a result of that centralized operation ¢ 

Mr. Maxwe.i. We have eliminated some of the reports. Some of 
the reports we previously published in the Daily Statement have been 
eliminated, and also the size has been cut down. We formerly used a 
legal size 4-page daily. Now it is a single-sheet letter size. 

We have also changed the monthly statement and now publish it on 
the basis of special reports from the various agencies so that the in- 
formation is on uniform basis instead of being on a mixed basis. 

Senator Dirksen. I am not insensible to the fact that there are 161 
million people in this country with diverse interests and what may 
seem necessary or rather unjustifi: able and unnecessary to me has been 
wholly necessary and justifiable from the viewpoint of somebody who 
works in a wholly different field of activity. So I never try to be too 
captious about the number of reports, and yet I do believe there is a 





170 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


responsibility of holding them down and keeping them on the simple 
side and at the same time to fulfill what every statistical need may be 
in financial and commercial circles. 

Mr. MaxweE.u. We have found some of the statements one time were 
of considerable interest. As time passes on they become less im- 
portant. Those are the statements we try to weed out and discontinue, 
or only work them up as special statements in case requests are made. 

Senator Dirksen. One of my senatorial colleagues here last week 
was on the radio and making sport of a Department of Agriculture 
bulletin entitled “Different Ways to Cook Rabbit.” And I suppose 
it was very funny to a lot of people, but is wasn’t very funny to the 
American Rabbit Breeders’ Association because their general counsel, 
whom I know very well, called me up. 

When he indicated to me the growth of the rabbit industry, both for 
fur and meat purposes, I thought after all there was some substance 
to it. 

So it may have seemed very funny to some people but it isn’t very 
funny to the people who have invested millions in the rabbit industry. 

Mr. Maxwe tt. In connection with the revision of the Daily Treas- 
ury Statement, there was a joint survey made by the General Account- 
ing Office, the Bureau of the Budget, and the Treasury. We made an 
exhaustive survey with the banks and research organizations and the 
governmental agencies. The daily statement now in its present form 
is the result of this study made over a period of about 1 year’s time. 

Senator Dirksen. Your next item, please. 


ACCOUNTING AND REPORTING SYSTEMS 


Mr. Maxwe tu. The next item is the “Accounting systems” which I 
started to mention a moment ago, the development and installation of 
accounting and reporting systems. 

Senator Dirksen. That is covered in part by order No. 164? 

Mr. Maxwetu. No, sir. The part I mentioned under order No. 164 
was the financial reporting and maintenance of Government central 
accounts. 

This next item No. 3 is the development and installation of account- 
ing and reporting systems. That relates primarily to the work of our 
systems staff which has the duty of making surveys of existing pro- 
cedures and coming up with improved methods of operations, and 
recommendations. They assist in the installation of such recom- 
mendations that may be adopted. They also implement new legisla- 
tion in case Congress passes laws which involve accounting or report- 
ing procedures. 

This group participates in developing the procedures to put those 
laws into effect. 

We have about 16 accountants who work on these matters. They 
work in three different areas. One area is the Bureau of Accounts, 
another is the Treasury, and the third—they participate in the joint 
accounting program of the Secretary of the Treasury, the Comptroller 
General and the Director of the Bureau of the Budget in the improve- 
ment of Government accounting and reporting as required in section 
111 of the Budget and Accounting Procedures Act. 
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MECHANIZED ACCOUNTING 


This group is really the group which is able to develop economies in 
our operations. For example, in the Bureau of Accounts last year, 
they installed a mechanized accounting procedure in our Investment 
Branch. They mechanized the appropriation accounting activities 
for our two administrati ive expense appropri: itions. 

[t is that kind of thing we are constantly working on to find savings. 
Sometimes they are small but nevertheless if they are economies, they 
are welcome. 

Senator Dmxsen. I am no accountant, but I assume that type of 
work is one of these continuing businesses and that is never quite con- 
summated as new things come along. 

Mr. Maxwet.. That is correct. 

Senator Dirksen. But there is a good deal of interest in the utiliza- 
tion of mechanical equipment. Of course, I am reasonably familiar 
with what the Treasury has done with that over a period of time. 

Are there now new accounting machines and new devices that prob- 
ably simplify that procedure and make it possible to effect some rather 
substantial savings? 

Mr. Maxwern. There are. For example, Mr. Banning’s office, be- 
cause of the nature of its activities, has been very successful in install- 
ing machines in practically all of its operations. We have some opera- 
tions in the Bureau of Accounts which we cannot mechanize, like the 
review of claims which require individual examination and judgment. 

Mr. Banning has continually been on the lookout for such equip- 
ment and been able to find new equipment which will reduce the cost 
of writing checks. He will be glad to explain that. 

Senator Dixksen. Is that mainly all IBM equipment ? 

Mr. Bannine. We utilize IBM. 


MECHANIZED EQUIPMENT 


Senator Dirksen. Is there any other company that supplies the 
Federal Government with these very interesting and tricky machines 
outside of IBM ? 

Mr. BaAnninG. We have quite a variety of equipment used—IBM, 
Remington, Diebold, and Addressograph, Elliott-Fischer, as well as 
International postal meter machines. No one company has a monop- 
oly or furnishes the majority of our different types of equipment. 

Senator Dirksen. I was thinking mainly of these various compli- 
cated machines. I am only generally familiar with the Addresso- 
graph line and Elliott-Fischer or Burroughs. 

Mr. Bannina. I should have onal Burroughs. 


IBM EQUIPMENT 


Senator Dirxsen. I thought IBM almost monopolized the field of 
these card-punching machines. 

Mr. Maxwewt. On the issuance of checks we have adopted the IBM 
machines because it is necessary to use one type of equipment where we 
have a nationwide system which also involves equipment in Federal 
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Reserve banks. The two companies which rent punch-card equipment 
each use different kinds of cards, which cannot be converted to use on 
both types without an extra step. We find it is more economical to 
use one system. 

Before the war we had a few experiments on the various types of 
equipment and we found at that time that the IBM seemed to be q 
little better adaptable for our particular work. 

However, the other types of punch-card equipment—Remington- 
Rand and others—are applicable to different types of installations 
and are very good equipment. 

Senator Dirksen. These machines are also supplied on a rental 
basis? 

Mr. Maxwe.i. Those two types. 


ADDRESSOGRAPH OPERATIONS 


Mr. Banning has one Addressograph machine—the 9300 machine— 
which has been developed over a period of years to write checks for 
periodic payments. 

That development started before the war, but the Navy took the 
first machine for itself. We were finally able to get the machines after 
the war in a limited number. 

Those machines do a lot of operations automatically. The Addresso- 
graph plate goes through these machines which automatically punch 
the card check for the amount and addresses the check; adds up the 
amount on the checks to get a proof total for comparison with a pre- 
determined amount and similar operations of that kind. 

Mr. Banning is continually adding to his mechanization to find 
shortcuts. 


COORDINATION WITH GENERAL ACCOUNTING OFFICE 


Senator Dirksen. How close is your coordination with the General 
Accounting Office ? 

Mr. Bannina. It is very close. We have projects now in coopera- 
tion with representatives of the General Accounting Office. They 
have an accounting system staff which works very closely with the 
Accounting Systems Division in the Bureau of Accounts and through 
the collaboration of these two groups of technicians substantial im- 
provements have been made in accounting, and also in other fiscal 
activities such as disbursing. 

Senator Dirksen. It is my understanding when we finish the job 
here on appropriations that the General Accounting Office then does 
set up an account for virtually every function of every agency ? 

Mr. Maxwett. No longer, sir. 

They have discontinued the set of accounts they had and the Bureau 
of Accounts’ records is the only place where there is a central record 
of all of the open appropriations and expenditures of the Govern- 
ment. 

Senator Dirksen. So the General Accounting Office is really a 
check process with you, then ? 
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Mr. Maxwetu. That is right. They have auditors located right 
in the Treasury Building. The old method of auditing was to keep 
a duplicate set of records and compare the two records. They now 
have a group in our office who check our work. They find errors, and 
we correct them currently. 

Senator Dirksen. You are satisfied that the duplication in that 
field is pretty well eliminated ? 

Mr. Maxwe x. We feel it is. 

Senator Magnuson. Do they just check you for errors? 


DETERMINATION BY COMPTROLLER GENERAL 


Mr. Maxwetu. Legal matters and mathematical matters. There is 
one thing that still goes to the Comptroller General’s Office. We think 
that is necessary, and that is the initial appropriation warrant. There 
are certain things we feel that need the Comptroller General’s counter- 
signature. As you know, there is a difference between an appropria- 
tion and authority to appropriate. Most agencies would like to 
interpret every act as making an appropriation. So it is up to the 
Comptroller General and the Treasury to make that determination 
before the agency spends the money. The warrant goes to the Comp- 
troller General for signature and back before any action is taken. 

Senator Dirksen. So there is a double check ? 

Mr. Maxwe ty. That is right. 

Senator Dirksen. Your next item. 


MISCELLANEOUS ACTIVITIES 


Mr. Maxwe.u. The item is the miscellaneous group of functions we 
call “Processing investments, loans, claims, collections, and surety 
bonds.” This activity includes investment in Government trust and 
other fund accounts, loans to Government agencies authorized by law, 
payment of awards on account of international claims, handling of 
deposit funds, accounts of the Secretary of the Treasury, handling of 
claims under the Government Shipping Act, supervision and control 
of surety bonding, and so on. 

We have requested $159,390 for these miscellaneous activities. 


SUPERVISION OF FEDERAL DEPOSITARY SYSTEM 


The next activity is the “Supervision of the Federal depositary sys- 
tem,” for which we have asked $97,555. The supervision of the Fed- 
eral depositary system relates to the work performed by commercial 
banks for the Treasury, such as acting as fiscal agent in receiving 
deposits from Government officials, furnishing cash to the disbursing 
officers to make payroll payments, maintenance of official checking 
accounts for postmasters, and furnishing bank drafts, and that sort 
of service. 

The Treasury has followed the commercial practice of making 
deposits of Treasurer’s funds with these banks commensurate with 
services they perform. Our Deposits Branch receives monthly re- 
ports from these banks which it is expected to review to determine 
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whether the Treasury balances with these banks or financial instity 
tions is appropri: ate—that is, if the Treasurer’s balance is in propor 
tion to the services which these banks perform for the Government, 
This is one area where we have had some problems because of a reduc 
tion in force in past years and which we haven’t yet entirely solved. 
For example, in the current year, for domestic depositaries, we have 
only been able to review 30 percent of the reports; foreign depositaries, 
only about 29 percent, and bank facilities, which are located on mili 
tary posts, we have only been able to examine to the extent of 88 
percent. 

I — on also, that in 1945 we had 25 employees on 
this work, at the present time we have 19. In 1945, the number of 
de posits iry accounts requir ing review was 124 per employee— now it 
is 299. That is more work than we are able to satisfac torily handle 
We hope this problem will be solved in the near future. 


LEND-LEASE OPERATIONS 


Senator Dirksen. I notice in your justification that you still carry 
lend-lease language, or, rather, in your statement, going back to the 
previous items. Can you amplify that a bit? What is left of this 
operation ¢ 

Mr. Maxweti. We took over the liquidation of the lend-lease opera 
tions, and, as you know, there were a number of agreements with 
the foreign governments for repayment for the le nd- lease property 
furnished dun ing the war to these various countries. Some of these 


agreements run as long as 50 years 1n repaying the agreed amount 
to the United States Government. Some of these agreements defe: 
the principal payments for 5 years. We are just beginning to receive 
principal payments under some of these agreements. 

On December 31, 1953, we had outstanding and due the United 
“tates $2,420 million. It is the work of this particular group proc 
essing these matters » bill the countries semiannually, receive the 


collections, and give edd credit on the accounts. There are a num 
ber of instances where there are dispute s as to the condition of some 
- the property which was delivered. The State Department is the 

gency that negoti: ites with these foreign governments to come to some 
agreement as to what the correct amount should be. We have a state- 
ment which shows the amount overdue. In about half of those cases 
there is some dispute as to the original amount billed. 


PAYMENT OF AWARDS ON INTERNATIONAL CLAIMS 


Senator Dirksen. I notice Yugoslavia recently deposited $17 mil- 
lion with respect to international claims, and a Claims Commission is 
reviewing this matter. You report 200 awards have been made out 
of some 1,700 pending claims. My most current understanding is that 
the membership of this Commisson has not been filled and it is in a 
rather dormant state. Is that correct? That is payment of awards 
on account of international claims. 

Mr. Maxwett. No payments have been made yet. The Treasury 
must wait until all the awards are in before they can determine the 
pro rata payment to be made. 
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Senator Dmxsen. How much of a job would it be to set up some 
kind of an interesting tabular statement on the residue of lend-lease 
matters ¢ 

Mr. Maxwetu. I have a statement here which may be what you have 
jn mind. 

Senator Dirksen. That might be inserted because I do believe it 
might be of some interest. Is that the summary that appears on page 
29:8 

Mr. Maxweu. No, sir. This is in more detail. 

Senator Dirksen. This summary is entirely under lend-lease and 
surplus property agreements under date of February 28, 1954. It will 
be inserted in the record at this point. 

(The statement referred to follows :) 
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CLAIMS REVIEW COMMISSION 


Senator Dirksen. You may proceed. 

Mr. Maxwetu. Mr. Nussear just informed me he understands this 
Commission is ready to operate again, so we will be receiving thei; 
awards. 

Senator Dirksen. Was my understanding correct that it had been 
more or less in a dormant state for a while / 

Mr. Maxwewu. I would like to ask Mr. Nussear to answer that, if 
agreeable to you. 

Mr. Nussrar. Yes, sir. I understand there was some question as 
to the former members of the Commission. I think that in the change 
of the administration, the Commission members went out, and there 
was a delay in the appointment of new ones. We received word this 
week that the Commission has been organized and is ready to function, 


EXECUTIVE DIRECTION 


Mr. Maxwet1i. The next activity payable from this appropriatio 
covers the overall direction of the Bureau of Accounts—the “Executive 
direction.” That includes the Office of the Commissioner and the 
Associate Commissioner. It also includes the Office of the Executive 
Assistant to the Commissioner, which has the responsibility for re 
viewing current legislation or pending legislation and making re 
ports to the Congress or the Budget Bureau as may be requested. 

It also includes the Government actuary who has the responsibility 
for evaluating certain retirement funds, such as the District of Co 
lumbia teachers’ retirement fund and the Foreign Service retirement 
fund. 

Senator Dirksen. Now, you are estimating 377 positions, and that 
compares with how many in fiseal 1954 ¢ 


TOTAL POSITIONS 


Mr. Maxwe.t. We have 388 right now. The average for 1954 will 
be 385. 

Senator Dirksen. So there will be a modest reduction in personne] : 

Mr. Maxwett. I would like to comment on that if you have a minute. 
On page 7 of the prepared statement we show a comparison of the 2 
years 1955 and 1954. In 1954 we have available, including direct 
appropriations and inventories, $2,771,000. If we add to that the 
increase on account of the postage under Public Law 286, the gross 
requirements for 1955 would be $2,774,000. 

In submitting our original estimates we anticipated we would be 
able to save around $74,000. So we asked only for $2,700,000. How 
ever, the House has made a further cut of $151,300, which really means 
that we must have to absorb next year or this year around $225,000, 
which is a reduction of over 8 percent. 

At the moment we have programs where we think we can save $38,000 
in improved procedures without impairing our operations. In other 
words, we can make these and continue the quality and quantity of 
our work. However, we have not been able to determine where we 
can save the remaining $187,000. For a while, we thought there was 
a possibility in a revised procedure, for processing depositary receipts 
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ut we found that procedure would have to be tied in with a proposed 
inge in the Bureau of Internal Revenue. It doesn’t look like the 
ange could be possibly effective until January 1, 1955, and we are 
not sure it is certain at that time. 
We don’t see how we can make $187,000 unless during the next few 
months we are able to develop additional precedures which might save 
that amount of money. Otherwise we must reduce the number of 
ployees by 26 or 27, or 7 percent. 


HOUSE CUT 


Senator Dirksen. You are in a fix because the boss man told us the 
[reasury would absorb the full House cut of $927,000? 

Mr. Maxweuu. That is correct. When this arose we thought we 

ould be able to get along with the reduced amount. 

Senator Dirksen. You are going to have to talk nice to the Secre- 
tary. 

Mr. Maxwe uw. I do not now know what we will be able to do, but we 
hope we will be able to find some savings. In the event we are not able 
to do so, if the change in depositary receipt procedure does not develop 
January 1 as Mr. Humphrey suggested, we might have to come back 
ind ask for a supplemental. You can be sure everybody in the Bu- 
reau of Accounts wants to make cuts and simplify procedures if pos- 

sible to save money. 

Senator Dirksen. What else do you have to offer for the good of the 
hearing, or is it Mr. Banning’s turn to give us testimony ? 


Division oF DISBURSEMENT 


STATEMENT OF PAUL BANNING, CHIEF DISBURSING OFFICER 
SUMMARY OF REQUEST 


Mr. Maxwetux. I think that generally covers the picture for the 
appropriation “Salaries and Expenses, Bureau of Accounts.” The 
other account, “Salaries and expenses, Division of Disbursement,” Mr. 
sanning is prepared to proceed. 

Senator Dirksen. I will summarize for you so you will have a 
springboard from which to jump off. For the Division of Disburse- 
ment for fiscal 1955 the request is $14,600,000. That is an increase of 
$4,460,000 over the adjusted figure appropriated in 1954 fiscal year, 
which was $10,140,000. 

Your statement will be inserted, and then you will probably have 
to engage in some very persuasive eloquence in order to explain that. 
I will also insert for the record the appropriations summary and cer- 
tain justification material submitted by the Department. 

(The material referred to follows:) 


APPROPRIATION ESTIMATE FOR THE DIVISION OF DISBURSEMENT 


“For necessary expenses of the Division of Disbursement, [$11,000,000] 
$74,600,000.” 
EXPLANATION OF ESTIMATE 


The Division of Disbursement is responsible for disbursing moneys of all 
departments except the Military Establishment, postal service, and certain cor- 
porations. Its functions include: (1) disbursing from appropriated, trust, and 
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special deposit funds (31 U. 8. C. 492); (2) reeciving and depositing collections 
of departments with certain exceptions (31 U. S. C. 495); (3) issuing sub. 
stitute checks for all disbursing officers of the United States Government (31 
U. S. C. 528); (4) paying certified claims; (5) issuing United States saving 


bonds under the Government payroll savings plan (31 U. S. C. 757): (6) 


paring vouchers for periodic payments from addressograph plates; and (7) pre 


paring payrolls from addressograph plates for check and cash payments 


employees. 


The Division consists of a Washington disbursing office and 
offices 


pre 


regiona 


In addition to the activities of the central and regional offices. pay 
ments are also made by delegation through 2,041 assistant disbursing offic 
disbursing clerks and agent cashiers who are employees of other agencies, b 


who in disbursing public funds operate under the direction of the Division of 


Disbursement. For the most 


part agent cashiers are located at Government 


agency stations, hospitals, penal institutions, and field locations where sm; 


on-the-spot cash payments and collections must be made, (e. g payment 


Bes 


collection on account of the veterans patients’ fund, Federal prisoners’ fund 


etc. ). 


For the fiscal year 1953 a total of 188,708,437 items were handled with an 
905, or an average unit cost of $0.0544 per item. 


expenditure of $10,257 


current year there will be 197.3 


and 


In the 
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making the average unit cost of $0.0514. The fiscal year 1955 will see a drop in 
the volume of work to 193,429,200 items. However, a new item of expense has 
been added as the result of Public Law 286, 83d Congress, which will require 
the Division to reimburse the Post Office Department for all Government checks 
transmitted through the mails. The requirements of this act have added $5 
million or over 50 percent to the appropriation request which would otherwise 
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be $9,600,000. This additional cost will increase the unit rate from $0.0496 


which would otherwise have been the lowest ever attained, to $0.0 


fiscal vear 1955. 


755 for the 


The following tables reflect the workload, expenditure, and unit cost for the 


fiscal years 1953, 1954, and 1955. 


Volume, unit cost and cost by activity, 1953 


Agency Number of Unit cost 





items 
1, Processing payments and collections 
Veterans’ Administration 65, 7 $0. 0604 
Refnds on NSLI | 3, 0447 
Social Security Administration 57 0421 
Income tax refunds 33, 0426 
Other administrative agencies 25, 201, 572 | 0769 
Subtotal é 186, 137, 886 | 0534 | 
2. Issuance of savings bonds 2, 570, 551 1208 
cin tat he an Nat ae rebicastituerntinuccmanadl Tee . 0544 


| | 


Volume, unit cost and cost by activity, 1954 


Number of 


Agency 
’ items 


Unit cost 


1. Processing payments and collections | 
Veterans’ Administration 


67, 028, 000 $0. 0566 

Refnds on national service life insurance 4, 000, 000 . 0431 

Social Security Administration 67, 494, 000 . 0403 
Income tax refunds 31, 000, 000 . 0414 

Other administrative agencies 25, 291, 000 0738 
Subtotal 194, 813, 000 0505 

2. Issuance of savings bonds 2, 500, 000 . 1203 
Total renneusiiieg ee hen 197, 313, 000 0514 


Total cost 


$3, O74, AO4 
173. 46 
2, 440, 2 


9, 947, 425 
310, 480 


10, 257, 905 


Total cost 





9, 839, 350 
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10, 140, 000 
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Volume, unit cost, and cost by activity, 1955 


Agency Numbx : Unit cost Total cost 
items 
sing payments and collections 

Veterans’ Administration 64, 788, 000 $0. 0553 $3, 579, 724 
tefunds on national service life insurance 3, 450, 000 0424 146, 398 
ia] Security Administration 72, 051, 000 0393 2, 834, 610 
Income tax refunds 31.000 000 0108 1, 264, 282 
ther administrative agencies 19, 890, 200 0757 1, £04, SO1 
Subtotal 191, 179, 200 0488 9. 329. O15 
Cost of penalty mail 0261 4.900. 850 
Total processing payments and collections 191, 179, 200 0749 14, 320, 765 
nee of savings bonds 2 250, 000 1200 270, OS 
Cost of penalty mail 0041 », 154 

rotal issuance of savings bonds 2 250, 000 1241 279. 2 
Grand total 193, 429, 200 07 14, 600, (00 
Less penalty mail costs 0259 000, 000 
Total exclusive of penalty mail costs 193, 429, 200 0496 ), OO, OOK 


Unit cost for fiscal year 1953.—The Division originally estimated a unit cost 
for 1953 of $0.0648. The initial figure was lowered by two factors. (1) The 
management improvement program produced savings of $815,559. These savings 
were derived from the redistribution of the area work volume, improved pro- 
luction control, earlier application of cost findings, intensification of the records 
disposal program, better printing and reproducing techniques, simplification of 
bond issuance procedures, conversion from cash to check payments for salaries, 
substitution of the combination voucher schedule for separate vouchers and 
schedules, extension of use of Model 9300 addressing machine and re-inking 
levices, introduction of bill feed method for writing income-tax refund checks, 
and miscellaneous smaller improvements, relating to refinements arising from 
the work simplification and cash awards programs for employees. (2) The 
appropriation for 1953 as made to the Division of Disbursement has been re 
duced for funds transferred to the Bureau of Accounts, as a result of the con 
solidation of the accounting for appropriations, which function formerly had 
been performed in the Division of Bookkeeping and Warrants and also in the 
Accounting Section of the Division of Disbursement. The change thus effected 
enables the maintenance of a single set of appropriation accounts in lieu of the 
two sets that had been required pursuant to law prior to the issuance of 
Treasury Order 164. 

Unit cost for fiscal year 1954.—The unit cost for the fiscal year 1954 of $0.0514 
for 197,313,000 items is three-tenths cents less than that in the preceding year. 
In projecting this rate, the Division extended the 1953 rate reduced by antici- 
pated savings under the management program. This reduction includes all 
major programs for the preceding year and in addition thereto, supplemental 
savings from projects begun late in 1953 or not started until 1954. Expendi- 
tures for the fiscal year 1954 will be further reduced by curtailment of equipment 
purchases (not savings). After giving effect to the management improvements, 
reduction of expenditure for purchase of equipment, and transfer of the account- 
ing function, the cost will be $10,140,000 for processing the 197,315,000 items or 
$0.0514 per item. 

Unit cost for fiscal year 1955.—In 1955 foreseeable savings amounting to 
$182,911 has further reduced the unit cost to $0.0496, exclusive of the cost of 
penalty mail which will increase the unit rate by $0.0259. These savings are 
more fully explained under the heading “Analysis of appropriation base.” By 
applying the unit rate of $0.0496 to the work volume of 198,429,200 an appropria- 
tion of $9,600,000 will be required in 1955, exclusive of the cost of penalty mail 
required which increases the appropriation request to $14,600,000. The 1955 
cost has been computed on the present basis, although the latest index pub- 
lished by the Department of Labor indicates an upward trend, 
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LANGUAGE CHANGES 


soe appropriation language changes will be necessary during the fiscal 
955. : 5 ‘ » ear 


{nalysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 

guli i f n, whe act ‘ 

a . pr f $11, 000, ( 

Less transfer pursuant to Reorganization Plan N. 26 of 1950 by - 
rreasury Order No. 164, to: “Salaries and expenses, Bureau of 


Accounts, Treasury 8 
q 860, 000 


Total adjusted appropriation, 1954 * 10, 140, 01 
‘ae : , OOO 


Reductions 
Activity No. 1, processing payments and collections. $509, 4: 
Activity No. 2, issuance of savings bonds_- 30, 56 
Adjustment to base (net) ae pecan 





540, 000 


= : 9, 600, 000 
5, 000, 000 


14, 600, 000 
4, 460, 000 


1 Does oO iclude opose ~ 
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3 a >) 


Appropriation base for 1955 
Increase over appropriation base for 1955 


Appropriation estimate for 1955 
Increase or decrease from total appropriation, 1954_- 
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Standard classification schedule (direct obligations only) 
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INTRODUCTORY STATEMENT OF PAUL D. BANNING, CHIEF DISBURSING OFFICER 


I. FUNCTIONS AND ORGANIZATION 


The Division of Disbursement disburses appropriated, trust, and special funds 
for the civilian agencies of the Government. Our services are performed in 
Washington and 25 regional offices located in the financial centers of the United 
States, the Territories, and the Philippine Islands. In all offices the procedures 
followed and the types of equipment used are virtually uniform. Employees 
who handle cash and securities are bonded for faithful performance of duty. 
A cost-accounting system is kept to determine the unit cost for each operation 
performed in writing checks, making collections, or issuing bonds. These rec- 
ords show direct labor, supervision, supplies consumed, and overhead for each 
ype of work (i e., addressograph periodic payments, addressograph salary pay- 
ments, typed schedule payments, transfer facsimile checks, miscellaneous typed 
checks, cash payments, handling collections, and issuing United States savings 
bonds.) In presenting the appropriation estimates to perform these functions the 
practice has been to touch briefly on the expenditures for the latest completed 
year 1953, the anticipated expenditures for the current year 1954, and the esti- 
mated appropriation for the ensuing year 1955. 


II. APPROPRIATION FOR FISCAL YEAR 1953 
The year 1953 may be considered successful in that we substantially reduced 


the unit cost and the number of employees required for the work. The Division 
had an appropriation of $12,200,000, and in addition received $603,828 as reim- 
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bursement from the 2 transfer agencies served, making the total available §) 
805,528. In that year we handled 199,600,630 items at a cost of $11,716,672 (); 
cluding accounting), making the average unit cost $0.0587, or 5% cents his 
rate was 5 percent lower than in the preceding year. In 1953 we cut the fo; 

from 2,932 employees to 2,734 employees. At the end of the year we turned hack 
to the Treasury savings of $815,559, which I will later discuss. 

Mr. Chairman, so that you may quickly size up the appropriation request fo; 
1955 in relation to prior years, I have here a 10 year comprative statement whic} 
shows for each year from 1945 through 1955, the number of transactions Class; 
fied as to payments, collections, and savings bonds, the funds expended for thy 
work, and the average unit cost. Subject to your approval, I should like to hav 
the statement inserted in the record. 








Statement showing payments, collections, savings bonds. cost, and unit cost 


imber of \ 
Fiscal yea mber of | Number of iving Total Cost 
payments collectior hond 

1945 actual 81, 845, 548 & 657, 132 4, 554, 624 95, 057, 404 $6, 018, 750 ey 
1946 actual 4, 541, 50 8,051,334 | 4,13 146, 730,244 | 8, 520, 933 a7 
1947 actual 160, 637,192 | 8,880,329 | 2,970, 9 172, 488, 422 | 11, 002,370 
1948 actua 162, 485, 273 813, 24 2, 257, 138 171, 555, 651 10, 034, 622 
1949 actua 175, 735, 57¢ 87,078 | 2, 402, 927 183, 925,58) | 11,215,534 
1950 actua 189, 736, 578 875, 7 2,485,644 | 194,097,940 | 11, 955, 053 
1951 actual 179, 872, 471 7258, 58 2, 426 is 188, 027, 401 11, 600, 042 
1952 actual 180, 54 ( 6, 136, 741 2, 440, 387 198, 120,498 | 12, 682,749 
1953 actua 190, 371, 570 4, 658, 5090 2, 570, 551 199, 600,630 | 11,716,672 
1954 « ited 106. OF Pi 6, 893, 804 00. 000 205, 455, 800 10, 578, 433 
1955 estimats 194, 667, OOO 2, 250, 000 196, 917,000 | 2 9,840, 790 409) 

Net after transfer of $860,000 to “Salaries and expense Bureau of Accounts” for accounting 
not include cost of penalty mail for checks and bonds under Public Law 286, 83d Cong 

? Exclusive of cost of penalty mail for checks and bond 


Ill. APPROPRIATION FOR THE FISCAL YEAR 1954 


For the current year 1954, the Division has an appropriation of $11 million 
from which $860,000 was transferred to the Division of Central Accounts, making 
the net available $10,140,000. This year we expect to receive net reimbursement 
of $438,533, exclusive of penalty mail cost, from the two transfer agencies served. 
making the total available for the year $10,578,533. According to advice received 
from the various administrative agencies served, the Division will process 
205,455,800 items. The average cost for writing checks will be $0.0515 per ite: 
The unit cost quoted does not include postage which is 3 cents on each of the 
162,789,970 checks mailed (applicable to appropriated funds). This latter 
charge, which will amount to $4,883,000, was not included in the appropriation for 
1954. Under Public Law 286, approved August 15, 1953, we are required to 
reimburse the Post Office Department for all mailings. A supplemental appro 
priation is being requested for $4,800,000, or $83,000 less than the actual amount 
required to mail the checks and bonds. The Division is undertaking to absorb this 
part of the cost and also the cost on all other types of mail, including ordinary 
correspondence and parcel post, which will amount to $81,360. In writing checks 
this year we will cut the cost from the 1953 figure of $0.0587 per item to $0.0515 
Moreover, the rolls will again reflect a reduction of 43 employees. 


IV. APPROPRIATION ESTIMATES FOR 1955 


The estimates submitted by the administrative agencies for 1955 indicate that 
the Division will be called upon to process 196,917,000 items, which is 8,538,800 
less than in 1954. For this work an appropriation of $9,600,000 is requested to 
gether with authority to receive a net reimbursement of $240,790, exclusive of 
penalty mail cost, from the two transfer agencies served, making a total of 
$9,840,790. The projected average unit cost per item is $0.0499, or in round figures 
5 cents. This is exclusive of postage. The amount of $5 million is requested to 
defray postage on checks and United States savings bonds to be mailed, making 
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the total appropriation request $14,600,000. Actually there will be 179,835,000 
hecks and bonds to be mailed, which, at 3 cents each, will amount to $5,395,050. 
rhe charges on ordinary correspondence and parcel post (on which the rate has 
nereased 35 percent) will amount to $92,976, making the anticipated cost of mail 

all kinds $5,488,026. This latter cost is $488,026 more than the amount in- 
cluded in the estimates. Further savings in operating expense which are not 
I foreseen must, therefore, be realized to meet this additional expense. On this 
item, all I ean say is that we have constantly been working on ways to meet this 
rastic cut in a new type of expense over which we do not, and cannot, control 
he volume we receive or the rate we are charged by the Post Office 

rhe reduction in work volume between 1954 and 1955 is made up of 3,883,800 
ems applicable to appropriated funds and 4,655,000 items on reimbursable work. 
With respect to appropriated funds there will be a decrease of 2,790,000 items for 
the Veterans’ Administration, 5,400,800 for other agencies, and 250,000 savings 
ponds. The reductions will be offset by an increase in the social-security pay 
ents of 4,557,000 items 

Mr. Chairman, I have a statement reflecting a comparison of the work volume 
hetween the fiscal years 1954 and 1955; also a statement analyzing the increases 
and decreases as to items and cost between the fiscal years 1954 and 1955. These 
| believe will give you a concise picture of the ensuing year’s operations. 











7 r ? c ° ‘ ~ ; ~~ 
Statement reflecting a comparison of work volume for fiscal years 1954 and 1955 
ncluded in budget estimates for 1954 
Increas 4 
194 est 155 es 
A y ‘ y nated work i work le Ss 
Vy yur ‘ V ver 
1954 

\ ins’ Ad stratiotr 71, 028, 000 48, 238. 000 2 Tan. 000 
il security 67, 494, 000 72, 051, 000 +4. S557. 000 

ix I S ; 10. OM 31 000. 000 
lar aget es 25, 291, OO 19. 890, 200 5. 400, 800 
Ss s savings bonds 2 500. 00K 2 250. 000 9 00 
l \} priat I7, 313, OO 43, 429. 200 3. 883. 800 

) Agriculture, conservation and use of agri 
ltur : s eS 2, 822, 50 1, 539, 500 1, 283, 000 
Railroad R t t Board 
Ur loy me nsurance 1, 936, 100 1, 906, 600 29, 500 
Miscellaneous expenses 3, 384, 200 41, 700 3, 342, 500 
Total transfer funds 8, 142, 800 3, 487, 800 4, 655, 000 
Grand total 905, 455, 800 196, 917, 000 8, 538, 800 
ail annuity pa nts ar cluded in the es s du s pilot installa to 
he gra lisburs “ accou the Rail iR t Board 
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machinery has been discussed each year in the hearings. I may say that your 
committee has been most considerate on this item, and I think you have acted 
wisely in granting the expenditure. How well the outlay for labor-saving de- 
vices has paid off may be judged by the fact that each year, since the program 
started in 1947, we have obtained increasingly greater output. Evidence of this 
rests in the fact that in the past 7 years, notwithstanding a larger volume of 
work to be handled, we have cut the number of employees required from 3,735 
in 1947 to 2,734 in 19538, a reduction of 1,001 employees. 


VI. INCREASE IN PRODUCTION 


Writing checks, preparing certificates of deposit, and issuing savings bonds 
are highly mechanized operations. The large regional offices have the best 
equipped plants in the world for processing their types of work. Our produc- 
tion staff is continually striving to increase output by installing new labor-saving 
devices and streamlining procedures. A simple way to test the trend from year 
to year is to compute the average number of production items handled per em- 
ployee, taking into consideration all personnel, whether operative, supervisory, 
or administrative, and then by dividing the total number of employees into the 
total number of units they have processed. The calculation is rough and it may 
be affected by collateral factors, such as trends in activities, shifting of volumes 
of work, changes in the nature and the flow of incoming work, and so forth, but 
in general the computation unmistakably points the direction that the produc- 
tien is moving. We are proud of the production gains in the 10-year period. 
In 1945, the number of units handled per employee averaged 39,000 items a year. 
By introducing improved methods through the succeeding years, the average 
was raised to 73,000 items. Next year we expect to attain 86,000 units per 
employee rhis is a gain of over 100 percent since 1945 

Mr. Chairman, I have a table which shows for each vear from 1945 through 
1953 the number of items processed, the cost of personal services, the number 
of employees, their average salary, and the composite average production per 
employee rhe table also contains the same information on an estimated basis 
for fiscal years 1954 and 1955 








re Numt r 
Number of { 
r se » s s r 
> ) 
cost piovecs € | i ec 
Actual | 
of Q5. OST. 804 $5, O51, 217 2. 390 $2,114 70. 000 
wT 46, 730, 244 4, 9 49 3, 149 2,193 | 46, 000 
) 72, 488, 422 &, 699, OTD 3. 73 2, 327 | 46,000 
8 171. ASA, AS &, 159. ORS 3, 449 2 36 | 49. 000 
110 183, O24. AS 9.2 WY 3. S87 2 739 j 4 000 
1080 8. NOT. 94 8 a7 2 3a 2 O10 58 000 
188, 027, 40 9. 434 a 3 ; +, ong a. 000 
1982 1 12), 408 9, OO8, TH 2, 932 ; s7o 68, 000 
1883 . 1¥¥, GOO, 430 19, 436, 005 12.734 i34 173. 000 
Es ‘ 
a am &, 498, 656 22 48 3, 484 82, 000 
Q55 196. 917. O00 7, SOR u 2. 267 3 6 85, 000 
In sa year 
iNet a : 


he increase in production from 39,000 to 86,000 units has been attributable 
primarily to four factors: employee training and specialization, production 
planning, streamlining procedure, and improving equipment As a result of 
the production gains per employee, notwithstanding a 61 percent increase in the 
iverage salary rate, the cost per check has decreased during the past 10 years 


VII. ANALYSIS OF WORK IN REGIONAL OFFICES 


In writing checks some SO distinct tasks are involved with a high degree of 
specialization for unit output, to which are applied carefully tested performance 


standards, both qualitative and quantitative. Each regional office is cost con 
scious. Monthly reports are required for their production on different types of 

tivities e., veterans’ pensions, subsistence allowances, disability compensa- 
tion, salary payments, miscellaneous typed checks, etc.) rhe production reports 


with the number of employees required are reviewed in relation to the records 
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essing equipment have been gradually installed For recurring payments be- 
of the constancy of name, address, and amount payable, addressograph 

pment is used. The latest type of machine prints the embossed plate im 

(name, address, and amount), punches the amount into the check, and 
punches common information such as month and year of issue. For one- 
hecks, the Division introduced the so-called facsimile transfer posting 

mprinting the name and address of the payee on the face of the check. 

imprinting is accomplished by transferring the carbon deposit placed on 
e reverse of the voucher schedule to the check. Transfer posting permits 
eedy preparation of checks, and also reduces costs. The method has been ex 
ded to such programs as writing income tax refund checks, initial social 
irity payments, civil service retirement refunds, crop loans, property rental 
yments, and veterans’ initial and adjusted benefit payments. 
Blimination of cumbersome check copies A disbursing officer must have com- 

and convenient records of checks issued so that upon an inquiry he may im- 
diately ascertain the check number, date, name, and address of the payee, 
d the related voucher authorizing payment. The old system of check copies 

sed for many years has been replaced by microfilming the checks as issued. 

se of the microfilm saves thousands of square feet of space of check copies and 
rovides an absolutely accurate record. More particularly, the microfilm ar 
rangement in obviating the necessity for handling the carbon and the listing 
iper to make check copies has increased production on onetime payments be- 
use less articles and paper are handled than when check copies were prepared. 

Vew methods of disbursing and accounting.—Other projects in 1958 included 

e preparation of income tax refund checks by the bill feed process, which 

es punched cards prepared for other work in the Internal Revenue offices. 

t year satisfactory trial studies were made in New York, Chicago, Detroit 

nd Cleveland. Under the new method the cost per check is about a cent lower 
the average of other income tax refund checks 

lhe Division also watches closely its administrative, accounting and reporting 

penses. Last year electrical accounting and tabulating machines were in- 

talled in Richmond and New York for appropriation accounting on disburse 
ents, a function which is now performed by the Division of Central Accounts of 
he Bureau. 

Forms and filing control programs In existence is a forms-control program. 
\{ new form cannot be printed, or an old form cannot be reproduced in any sub- 

tantial quantity without a review of the utilization, size, quality of paper, 

rrangement of material to be entered thereon, and other particulars. Simi- 
irly a continuous program exists for reducing the size of the administrative 
es. All field offices report the nature of files maintained. Upon receipt of 
such reports their needs for the files are reviewed. Filing equipment has been 

proved. Horizontal filing systems have been installed in place of upright 
t-drawer cabinets for documents relating to substitute checks 

Check writing and tabulating rentals reductions.—Rental charges for check 
vriting and tabulating equipment are reviewed quarterly. Analysis is made of 
he projected workload. At the close of 1953, more than 50 machines were 
eleased as a result of rearrangement of the work schedules or the substitution 
fa high speed machine for two slower machines. 

{ppraisal guides.—The Division makes a periodic reevaluation of the manage 

ent improvement program in the regional offices. Prior to the close of the 
past year instructions were issued, together with an appraisal guide containing 
ipproximately 400 questions. Favorable comment has been received on the guide 
from Treasury and other offices 

Collaboration with other offices.—Outside of our own organization, the Division 

is engaged in various projects with other Government agencies. One of these 

ludes the simplification of appropriation records for disbursements. Two 
vears ago I voiced the hope that the day would come when a disbursing officer 
would maintain but a single account for his depositary balances, thus eliminat 
ng the operation of some 40,000 appropriation accounts which were also kept 

1 very similar form in the Division of Bookkeeping and Warrants. The consoli- 
dation of these accounts is now a reality as a result of the creation of the Division 
of Central Accounts in the Bureau. 

In the past year, representatives of the General Accounting Office, Treasury 
Department and Railroad Retirement Board reviewed the procedures for issuing 
periodic payments on railroad retirement benefits. A pilot installation has been 
ordered to ascertain if any advantage might be obtained through integrating 
the disbursing with accounting operations of that organization. Representatives 
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of the Division are also collaborating with a committee from the Genera] A 
counting Office and the Bureau of the Budget working on simplification of payri 
procedures and the possible use of electrical tabulating equipment for the prepar- 
ation of rolls. 

Employee participation in improvements.—Employees in the Division of Dis. 
bursement, both in Washington and the field, have helped with many valuable 
suggestions. The cash-awards program, while not yielding as much as we would 
like as to individual participation, nevertheless has been fruitful of savings 
Some of the outstanding suggestions made by employees include reduction in 
size of 2 and 3 part listing paper which is extensively used; extension of the 
use of form letters to secure information needed for replacing lost checks; an 
modification of procedures in mailing checks to banks. One of the most Valuable 
suggestions during 1953 which was made by a central office employee—and w hich 
in all probability is patentable—is a throat device that connects the check 
addressing machines with the check-signing equipment. This device, which tur 


Us 


the check so as to place it in just the right position for signing, permits 2 distinct 


operations to be performed by 1 employee whereas formerly 2 persons 


- were 
required. 


Other improvements included use of reinking devices for prolonging 
the life of machine ribbons, installation of automatic processing machines for 
developing microfilm, construction of the simpler replacement and repair parts 
in our machine shop, and substitution of inexpensive cardboard boxes for the 
storage of film in lieu of expensive humidified cabinets. 

Current projects.—Some promising projects now being developed are in the 
formative stage. These include a pilot study testing a new type of key-punch. 
ing machine which has good possibilities for increasing output performance 
Underway is also a project for substituting a scored addressing machine plate 
which will combine the top, middle, and bottom sections. Initially the plate 
could be embossed in one operation as new names are added to the files, whereas 
there are now three distinct operations in embossing the name, address, and 
amount. Thereafter as changes arise in addresses or in the amounts payable, 
only those sections of the plate would be affected. 

Improvements in procedures for cash payments.—On foreign operations, steps 
have been taken to simplify and expedite payments. 


On such cases the vouchers 
are now being sent t 


o the regional disbursing office that serves the agency. With 
the approval of the Treasury Department, arrangements have been made for the 
purchase of foreign exchange credits abroad to eliminate the issuance of a check 
for each individual transaction. 


TX. CLASSIFIED LIST OF SAVINGS 
Mr. Chairman, I have a classified list of the Savings in the fiscal year 1953 


aggregating $515,509. These savings which will go to the Treasury as surplus 
were projected into the unit rate for 1955. 


Detailed statement of savings for fiscal year 1953 


I. Simplification of administrative, procurement, and personnel pro- 





cedures : Amount 
moedistivibtulon of area workiseé. $55, 588 
Production and cost reporting studies_._.......-.. === 80, 06: 
vie RR 4 OE a aT ae 12, 842 
Records disp es 22, 462 
Improved filing methods 8, 923 
Printing and reproduction control______._.__________________ 17, 600 
eer er Cree nk a a a ie 3, 312 
aah Rebeca i tl 5 a a Bahk a AA os > 200, 790 

II. Streamlining of accounting, auditing, and payment procedures: 
Streamlining payment procedure____._.........._.___._.. 148, 376 
Streamlining accounting and reporting procedures____._________ 28, 193 
Reduction of work on voucher clearance_________________ 17, 952 


Streamlining bond issurance procedure by better indexing of 
plate files, changes in method of lotting work, and printing 





schedules and bonds simultaneously____._.....____ ss 25, 034 
Change from cash to check basis for salary payments___________ 4,475 
NS ntti Ae ee i Bi i eg ad be ei eee Ma 2234, 030 
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ener 
1 of p 4 Detailed statement of savings for fiscal year 1958—Continued 
the a ; E ; ; . = 
: (J. Extension of and improvements in mechanical processes : i mount 
or Improved design of addressograph equipment $159, 152 
iOn ¢ ) . . . 2 . ‘ 
—— Extension of reinking devices 4,420 
—— Transfer posting method of preparing checks 20, 710 
swe w ; eae ; : 7 
f _ Microfilming checks in lieu of preparing check copies 17, 194 
, Savil : : . : ® . aa . roc 
di oe Installation of automatie microfilm-processing machines . 1, 522 
K : ; 2 . - 
han of Use of automatic graphotype machines 1, 159 
ach Preparation of income tax refund checks by bill-feed process 53, 917 
iCCAKS . ‘ . . ‘ s ”» 
ey Use of electric typewriters equipped with line finders 1, 985 
ane Flexowriter for the duplication of forms and letters 912 
a one Machine utilization program 12, 514 
a 
o> Total 273, 46% 
ons - : : : 
ua IV. Conservation of equipment, materials, services, etc 
Tolongineg . 5 > . : ‘ -« 
h ne Construction of replacement parts in machine shop 2, 739 
— Storage of semiactive microfilm in cardboard cartons rather 
air : . : 
f than specially designed metal cabinets 4, 211 
— Acquisition of surplus equipment to avoid purchase of new 
re equipment 6, 707 
oe Shipment of vouchers to Federal records centers by motortruck 12, 121 
ey ] — 
or? a Oo 
coe Total 25, 778 
ine plat es 
me Miscellaneous and continuing management projects : 
ne . . . 4 
; = . Cash awards for improvement suggestions 10, 021 
©ss , . 2 . ‘ wen 
. Work-simplification program 12, 520 
=— Miscellaneous savings not included in other categories such as 
better utilization of manpower, conservation of materials, and 
ns tens ° . > =~ 
c : savings in overhead : . 68,957 
y. With Total a 91, 498 
e for the . oem 
a CHECK Grand total = _ 815, 559 


ADDENDUM STATEMENT 


Since the foregoing statement was prepared, a hearing was held on January 
18. 1954, before the House Subcommittee on Appropriations. Thereafter, in its 
report. the committee recommended an appropriation of $14,500,000, the amount 
heing $100,000 less than the request submitted by the Burean of the Budget The 
em was passed in this latter amount by the House on February 18, 1954, in 
H. R. 7893. The estimated requirements as submitted to the Congress had al 
ready been reduced by $670,000. Of this latter amount, the sum of $182,000 con- 


imount stituted anticipated management improvements for 1955 reflected in the reduced 
$55, 5R8 rocessing cost of writing checks, and $488,000 represented the cost of penalty 
R008 mail which the Division is being required to absorb over and above the amount 
12, 842 owed therefor in the estimates. The further reduction of $100,000 made by the 
22, 462 House of Representatives thus increased the aggregate cut over the present rate 
S923 f expenditure by the amount of $770,000. In justifying the appropriation esti- 
17, 600 mates we sought to present the facts fully and accurately, so that the Congress 
3, 312 might review the financial requirements of the organization in their true per 
—— spective and proportion. Unlike most other agencies, the estimates we submit 
200, 790 each year are relatively simple. The computation consists of two factors only : 


=—— umber of items multiplied by the projected unit cost for each activity based on 
the preceding year’s rate, reduced by anticipated savings, as was the case for 


48, 376 the 1955 estimate. The Division cannot control the volume of work to be han- 
28 193 died, nor defer its preparation. Savings must come from new and untried im- 
17, 952 provements in the method of writing checks. We do not know at this time pre- 


cisely what they will be. But we will make every effort to accomplish the work 
within the funds made available. 


2711—54—_13 
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POSTAL CHARGE 


Mr. Bannina. May I state that increase of $4,460,000 is attributable 
to only one item, which is the 3-cent charge made for mailing checks 
A good part of the remarks I have will relate to this postage, but, 
first, let me say that the Division of Disbursement makes payments 
for the civilian agencies in the executive branch with the exception of 
the Post Office, the United States marshals, and some Government 
corporations. 

Actually the appropriation request for 1955 is less than the tota 
appropriation for the fiscal year 1954, since there should be included 
with the original figures for 1954 a supplemental appropriation of 
$4,800,000 which was approved on March 6, 1954, Public Law 304, to 
cover the increased postage costs for approximately 10 months of this 
fiscal year. The net appropriation quoted by the chairman, $10,140, 
000, plus the supplemental appropriation, makes a total of $14,940,000 
for the fiscal year 1954 as compared to the $14,600,000 requested for 
the fiscal year 1955. Had Public Law 304 been in effect for the ful! 
fiscal year 1954, the need for a supplemental appropriation would 
have been correspondingly increased. In all, the Division of Dis 
bursement must absorb cuts in the funds for 1955 on the basis of the 
House bill in the aggregate of $770,000. 

In our 26 regional offices located in the cosmopolitan cities of the 
United States we write about two-thirds of the 304 million checks js 
sued by the Federal Government. We also have direction of the dis 
bursing activities in foreign countries where the payments are mad 
by consular officers under the administrative supervision of the Secre 
tary of State and under technical direction and personal accountabil 
ity of the chief disbursing officer. 

Our appropriation request can be reviewed quickly. We use onl 
two factors in the computation. One is volume of business. that js 
the number of items multiplied by the unit cost for each class of items. 
The unit cost in the current year was the cost projected from the most 
recent completed fiscal year 1953, reduced by some anticipated say 
ings, and I may say reduced quite substantially. 


COST ACCOUNTS 


_ We keep standard cost accounts which show expenditures for mat: 
rials consumed, direct labor, overhead. and postage. In fact, all 
elements of incurred costs in preparing and mailing the checks. The 
unit rate shown by the cost accounts is used for three purposes. First, 
to compile the appropriation estimates. Second, to make allotments 
by objects of expenditure and by offices, Third, to compare the 
efficiency of one regional office with another. We make comparisons 
of regional offices by classes to determine their rate of production 
and, of course, the element of cost. 

Also costs for the current period are compared with costs for prior 
periods, both in the aggregate and in relation to operations. Because 
of the very large volume of payments handled in the 26 offices, where 
we serve about 1,500 different agencies, the volume of work runs 
around 200 million items a year. As Mr. Maxwell indicated. the oper- 
ations in writing checks are highly mechanized. Work moves on a 
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yroduction line in which the output is the check. ‘The check is a very 
good unit to collect costs. 


tributab) As in commercial practice, the data that are imprinted on the ¢ heck 
1g checks consist of the check number, the date, the name and address of the 
tage, but. payee, the amount payable, the purpose for which the check is issued, 
payments and reference to the voucher, as well as the signature of the disbursing 
eption of officer. You find that on every check so that you have a uniform 
vernment article on which to collect costs. 

We have an advantage over some of the Federal agencies because 
the tot we can readily collect costs in the various processes to put these data 
Included on the check. 
lation of Che uniformity of the check makes it a very satisfactory unit. I 
W old, { should like to speak on the costs we have had the last 3 years. It has 
IS OT this been our practice in coming before the Appropriations Committees to 
10,140, discuss the year most recently completed, which, in this case, will be 
£940), 1953; what we expect to do in the current year; and what we anticipate 
sted | doing in the fiscal year under consideration before your committee. 
the f 
Nn woul UNIT COST 
of Dis 
is of th For the latest completed fiscal year 1953 the Division processed 199 

million- items at a cost of $11,716,672, so that the average unit cost was 
s of t} 57%. cents per check. 
eck: For the current year 1954 the Division will process 205 million items 
the dis at a cost of $10,578,533, making the unit cost about 514 cents. The 
re mad cost 1954, therefore, is about three-quarters of a cent lower than in 
2 Secor the ated year. For the first time, however, in our operations 
intal we have another item of expense, and that is a postage charge of 3 
cents on each check mailed, which is required under Public Law 286, 
se o1 approved August 15, 1953. 
that . To use comparable conditions so that you can view our appropria- 
f ite; tion, I have used the processing cost, but to this cost of 514 cents we 
1@ Most have a 8-cent postage cost. We have no objection to this item. We 
ce think it is a good accounting procedure. But in that item alone 
there is more than the increase in our appropriations, as I will bring 
out, 


ESTIMATE OF COLLECTIONS 


‘mat Senator Dirksen. Why was the estimate of collections in item 5 
iil not included in the total estimate ? 
ire, Mr. Bannina. The collections we would make in 1955? 
Ps ct Senator Dirksen. Yes. 
mes Mr. Bannine. The technical groups of the General Accounting 
ne th Office and the Bureau of Accounts, have been working together in 
tian streamlining procedures. In the past it has been the custom of the 
et a ugencies we serve to send their collections in to us to deposit. From 
time to time tests have been made, and it was believed that if these 
prior agencies deposited their collections direct, it would save an extra 
tae he andling. For that reason, the collections were not included in our 
ahem estimates this year. The change may entail some additional expense 
eames in the agencies in preparing the certificates of deposit, but since we 
oper- were not processing collections, we automatically took them out of 


on a our estimates. 
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postage and the amount included in the appropriation has, in effect, 
reduced the allowance for our processing work. 

In addition to this, we had already, with the consent of the Treasury 
and the Bureau of the Budget, after anticipating our future savings, 
knocked off $182,911. That made a total of $670,936. The House of 
Representatives which accorded us a splendid hearing and went into 
the matter deeply made a further reduction of $100,000. We will do 
everything in our power to perform our work within the amount of 
funds provided by the Congress. 


MECHANIZATION OF EQUIPMENT 


e have several projects in mind which relate to increased mechani- 
zation of equipment to obtain greater output. Year after year we 
have increased output. With this mechanization program which 
started about v years ago—we have reduced the number of em- 
ployees from 3,735 to 2,267. Not all of that came from efficiencies 
effected in the Division. We transferred part of our work relating to 
accounting to the Bureau of Accounts. Along with the change there 
was transferred some 220 positions which then had only 211 people. 
So the decrease of 1,468 emp loyees should be reduced, of course, by 
211, which would make a net reduction due to increased efficiency in 
production of about 1,257 employees. 

We are proud of this record. The volume was increasing. ‘There 
was opportunity for mechanization, but nevertheless we did increase 
the number of productive units per employee in 1947 from about 
46,000 to 79,000 units. May I say we used this number of units in 
rather a rough calculation. “We take all our employees from the execu- 
tives down to the operators, and then we take that. number into the 
related number of units produced. It is rough. The outcome can be 
effected by various factors, but by and large it is a pretty good indi- 
cation of the trend that production is moving in. Using that system 
year after year, we obtained in 1953 some 79,000 units per employee. 

In view of the gains made in 1953, the people in the Budget and 
the Treasury who are cognizant of the condition of the work—natural 
ly sought to reduce appropriation. ‘They said, “You should consider 
every potential economy.” We did. With this enormous gain we 
had made, there is some difficulty in forecasting greater gains. You 


cannot go on indefinitely ; it has to level off. The head of an office 
cannot arbitrarily order the employees to produce more units. Life 
isn’t that way. It has to come from better organization and better 


machines. 

All I can say to this committee is that we will do everything to ob 
tain this optimistic production. I think we will probably make some 
pretty good strides. We have already started, in view of the sub- 
stantial reduction which we have accepted, as the Secretary so an- 
nounced. We have already started to plan a reduction of our per- 
sonnel both in Washington and in the field. We hope to live within 
the funds without impairment in our standard of service. 


SAVINGS NOT NOW FORESEEN 


Senator Dirksen. I do not believe you are going to level off, because 
thereds a very fascinating item here on page 6 of your statement. I 
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do not know whether you are the author or not, but it says, “Savings 
not now foreseen.” I think that is a delightful line. 

Mr. Bannine. I happen to be the culprit in coining that phrase, 
they are not exactly foreseen. Every man given an amount of money 
is going to try to have his operations come within it. We try to cut 
the garment to the size of the cloth. It means we have to dig a little 
deeper, scratch a little harder, and come up with higher production. 

Senator Dirksen. You have given us a very interesting weapon 
here because we probably can report economies not now foreseen and 
then put insomething. It is going to be very interesting. 

Does that complete your statement ? 

Mr. Banna. Yes, sir. 

Senator Dirksen. Thank you, sir. 


Bureau or THe Pusuic Derr 


STATEMENTS OF E. L. KILBY, COMMISSIONER OF THE PUBLIC 
DEBT; R. A. HEFFELFINGER, DEPUTY COMMISSIONER; AND R. E. 
OBERG, BUDGET AND ACCOUNTS OFFICER 


ADMINISTERING THE PUBLIC DEBT 


Senator Dirksen. I suppose you take notice of the large and en- 
thusiastic attendance of this meeting notwithstanding the fact there 
is controversy up above us on the Senate floor and committee meetings 
all over the place. You do have the honor to preside over a public 
function which is very much in the public eye; that is, the manage- 
ment of the Bureau of Public Debt. It is quite encouraging to note 
that as the debt goes up, the cost of operating your Bureau goes down. 
I note your request for 1955 is $45,400,000, which reflects a decrease of 
$4,260,000. Might I utter the fervent hope that is a real economy 
rather than otherwise, although you disabuse me of any illusions I may 
have on that subject. 

Since our enthusiastic colleagues here on this side of the table have 
all read and done justice to your statement, I presume you will want 
to highlight it. I do not suppose you would fancy any questions relat- 
ing to fiscal policy that has an impact upon the public debt, because 
{ assume your task is mainly to do those things that are necessary, 
based upon policy. 

Mr. Kirsy. That is correct. 


PREPARED STATEMENT 


Senator Drrxsen. I am confident no questions in the field of policy 
would be embarrassing to one like you long experienced. Probably 
it has no appropriate place at this point in the record. So you can 
tell us now about the work of your Bureau. Your statement will be 
inserted in the record, and I assume you would like to highlight it. 
The record will also show the appropriation summary information. 

(The material referred to follows:) 


APPROPRIATION ESTIMATE FOR THE BUREAU OF THE PUBLIC DEBT 


“For necessary expenses connected with any public-debt or currency issues of 
the United States, [$50,000,000] $45,400,000, to be expended as the Secretary of 
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freasury may direct, and the Secretary is authorized to accept services with- 

+ compensation: Provided, That Federal Reserve banks and branches may be 

irsed for expenditures as fiscal agents of the United States on account of 

lie-debt transactions for the account of the Secretary of the Treasury: Pro- 

ed further, That the indefinite appropriation provided by section 10 of the 

nd Liberty Bond Act, as amended (31 U.S. C. 760), shall not be available 
obligation during the current fiscal year.” 


Sec 


EXPLANATION OF ESTIMATE 


rhis appropriation provides operating funds for the Bureau of the Public Debt 
meet its responsibilities in connection with the various types of public debt 
ansactions, and for the United States Savings Bonds Division which promotes 
he saleof savings bonds. It includes advances to the Post Office Department and 
hursements to the Federal Reserve banks for their services as fiscal agents. 
Post Office Department, which in the past has sold savings bonds and stamps 
d certified savings bords for redemption, in its offices throughout the country, 
n 1955 restrict this activity to the sale of savings stamps. The Federal 
Reserve banks issue and retire all types of Government securities, and perform a 
umber of other fiscal functions pertaining to the public debt. This Bureau is 
arged generally with the conduct or direction of transactions in the public 
ebt issues of the United States and in those of the insular governments and 
the Government-owned corporations for which the Treasury acts as agent. 
The program for the fiscal years 1954 and 1955 as estimated herein, gives effect 
some increases over 1953 in the issue and retirement of all types of securities. 
e following table summarizes the estimates in numbers of pieces, and affords 
omparison with the actual volume for 1953: 


Volume of securiltes pro essed or lo be processed 


ere _ Estimate, | Estimate, 
Actual, 1953 1954 1955 
Sa bonds | 
Issues 3 83, 916, 757 89, 700, 000 89, 700, 000 
Retirements af 89, 076, 473 95, 000, 000 95, 700, 000 
ther Treasury securities: 
Issues ‘ a. 2, 628, 078 3, 000, 000 3, 000, 000 
Retirements - . —_ 2, 694, 737 3, 100, 000 3, 100, 000 


The management of the public debt, which amounted to $274.7 billion subject 
to limitation on November 30, 1953, vitally affects the economy of the Nation. 
The most effective management can be attained by distributing the debt as 
widely as possible among the citizens of the country. The savings-bond pro- 
gram, which has been particularly effective in reaching people who would not 
otherwise invest in their country’s securities, is the primary medium in realizing 
this objective. The Treasury proposes to continue its intensive promotional 
efforts to interest new buyers and to encourage the retention of bonds previously 
purchased. 

Larger sales of savings bonds, however, together with an increased volume 
of matured-bond redemptions, have created a serious administrative problem 
for the Treasury in connection with its determined effort to reduce expendi- 
tures wherever possible. To achieve the objective of further increasing dollar 
sales of savings bonds without additional administrative costs, a decision has 
been made to concentrate the sales effort on denominations of $50 or higher. 
It is believed that a vigorous program in this respect will persuade a number 
of purchasers to change from the $25-bond bracket to the $50- or $100-bond 
bracket, thereby continuing to increase dollar sales without adding to the number 
of accounting and registration records to be processed. 

While the work volume for 1955 is estimated to be substantially the same 
as for 1954 insofar as security issues and retirements are concerned, the three 
program changes which follow are expected to result in a substantial reduction in 
expenditures. 

1. The Post Office Department was originally brought into the savings 
bond issuance program to afford convenient outlets to purchasers through- 
out the country, and has been of tremendous value in this respect. Sub- 
sequently, the need for these outlets diminished with the inauguration of 
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the payroll-savings plans and the fine cooperation of numerous emp) 
in issuing savings bonds to their employees, and with the assistance 
financial institutions in selling savings bonds. Both services are perfor r 
without charge to the Treasury. The Post Office Department’s issues yyy 
consist largely of bonds issued on industrial-payroll plans, and on ths 
payroll plan for the postal employees. The Treasury intends to arrany 
with the industrial firms now serviced by the Post Office to assume their o\ 
issuance or have it done by their banks without charge to the Treasy 
Over-the-counter sales and certifications for redemption purposes by th 
Post Office Department will be discontinued entirely. As to the pay: 
plan for postal employees, it is felt that the Post Office should perfo 
this service within its own appropriation as do other departments of +} 
Government. The above changes will reduce the reimbursement to +) 
Post Office Department from this appropriation by an estimated $1,924.09 
The only remaining fiscal service the Post Office Department will contin 
to perform for the Treasury will be the issuance of savings stamps, and 
the unit cost for such issues has been reduced in 1955, thereby saving 
additional $877,000. 

2. Banks and other financial institutions are authorized to redeem serio 
E savings bonds for the Treasury and have in recent years been reimburse 
for this service at the rate of 15 cents each for the first 1,000 bonds rede emed 
in a calendar quarter and 10 cents for each additional bond over 1,000 } 
the same quarter. It is the Department’s intention to negotiate an agreement 
with paying agents under which the scale of fees will be reduced, effecting 
a further estimated savings of $1,936,000 

3. It has heretofore been the policy of the Treasury to print the faces 

of savings bonds by the inaglio method. As an economy measure it has 
been decided to use the offset method in the future, and the Bureau 
Hngraving and Printing has been advised to make the changeover as exyx 
ditiously as possible. It is estimated that a savings of about $665,000 w 
be achieved in 1955 as compared to the costs that would have been incurré 
under the old method. 

In addition to the above reductions, further reductions are estimated in per 
sonnel. The estimate for 1955 includes funds for 4,036 average positions, which 
represents a reduction of 168 positions and $559,947 under 1954. It is ver 
possible that it will become necessary to incur some backlogs in certain opera 
tions due to the reduced personnel available. Every effort will be exerted 
however, to maintain a current status by effecting procedural changes wherever 
possible to achieve better personnel utilization and maximum production. 

The enactment of Public Law 286, approved August 15, 1953, requiring tl 
agencies of the Government to reimburse the Post Office Department for penalty 
mailings, makes necessary a request herein for an increase of $1,400,000 for such 
mailings, The use of the mails in delivering savings bonds to purchasers, deliver 
ing interest checks to registered bondholders, corresponding with Government 
security investors, etc., is an integral part of the program for administering the 
public debt. About 46 million pieces of mail formerly handled by the Post Office 
Department without charge are estimated for delivery in 1955, and provision must 
be made under the new law to reimburse such Department 

In view of the foregoing, an appropriation is requested for the fiscal year 1955 
in the amount of $45,400,000, a decrease of $4,600,000 from the funds available for 
the current fiscal year. No funds are included in this estimate to pay for within 
grade salary advancements required by law. 


EXPLANATION OF LANGUAGE CHANGES 


No changes in language are proposed for the fiscal year 1955. 
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l " i Stales savings bor ga l by fiscal yer 
At price in millions ¢ lla 
Fiseal yea I 1 Qa H ] K Total 
O45! $s. 4 $2, 741 $10, 720 
6, 739 407 2, 46 
$. 287 360 2, 561 
g 4, O¢ 01 1, 007 
4, 278 473 2, 300 
} 993 231 1, 449 
3, 272 347 1, 523 
iH 97 422 $30 $24 $86 
3, 700 ) (a 3200 129 373 
tal 68, 936 4, 958 23, 438 390 153 458 
ries E, F, and G bonds were first offered for sale on May 1, 1941. Series J and K bonds were first 
1 May 1, 1952, and series F and G were withdrawn as of that date Series H bonds were offered 


1, 1952 


The United States Savings Bonds Division is requesting an appropriation of 
$4,897,500 for the fiscal year 1955. The amount requested includes $4,630,600 
stimated requirements for personal services, travel, publicity and promotional 
aterials, and other services that will be needed to carry out the program out- 
ned above. This amount is $245,000 and 24 average number positions less than 

available for the fiscal year 1954. The balance, namely, $266,900 is to pro- 
de funds for reimbursement to the Post Office Department for the mailing of 
matter bearing penalty indicia, in accordance with Public Law 286. 

rhe Savings Bonds Division consists of a small paid staff and a large force of 
volunteers having responsibility for reaching every segment of the American 
iblie for the purpose of selling hundreds of millions of dollars’ worth of sav- 
ngs bonds each year. Even with the use of the large volunteer organization 
ersonal contact with the publie on any significant scale is out of the question. 
(hus, every emphasis must be placed on the use of advertising and direct mail. 
Such mailings consists of promotional letters signed by prominent volunteers, 
nd advertising leaflets which are distributed to farmers, professional men, and 
her self-employed people where direct mail provides virtually the only efficient 
and economical means of reaching prospective buyers with a personalized sales 
message, In addition to the direct mailings, penalty mail is used to provide 
he coniributors of more than $50 million of free advertising annually with 
newspaper mats, magazine electros, radio transcriptions, television films, etc. 


inalysis of appropriation base for fiscal year 1955 


Regular appropriation, 1944 act d . $50, 000, 000 


Less transfer pursuant to Reorganization Plan No. 26 of 1950 by 
Treasury Order No. 170, to: 


Salaries and expenses, Office of the Secretary of the Treasury” 289, 000 
“Salaries and expenses, Bureau of Accounts, Treasury” 51, 000 
Total adjusted appropriation, 1954 : * 49, 660, 000 


Reductions : 
Activity No. 1, issuance, servicing, and retirement 


of savings bonds $5, 168, 713 
Activity No. 2, issuance, servicing, and retirement 
of other Treasury securities 74, 868 
Activity No. 3, verification and destruction of unfit 
United States currency - 469, 923 
Activity No. 4, maintenance and audit of public 
debt accounts- ‘ . 1, 900 
Activity No. 5, promotion of the sale of savings 
bonds 245, 000 
Activity No. 6, Executive direction 2, 200 
5. 962. 604 
Appropriation a i ads _.. 48, 697, 396 
Increase over appropriation base for 1955 1, 702, U4 
Appropriation estimate for 1955 45, 400, OOO 


Increase or decrease from total appropriation, 1954 as adjusted $, 260, 000 





es not include proposed supplemental to cover cost of penalty mail (Public Law 286). 
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Standard classification schedule (direct obligations only)—Continued 
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Does not include proposed supplemental to cover the cost of penalty mail (Public Law 286). 


INTRODUCTORY STATEMENT OF BE. L. KILBY, COMMISSIONER OF THE PUBLIC DEBT 


Mr. Chairman and members of the committee, effective management of the 
public debt is one of the most important and challenging responsibilities of the 
Treasury today. The debt is widely held and to a substantial degree, chiefly 
through the savings bond program, has a direct effect on the economic status of 

llions of American families. The role of the Bureau of the Public Debt in 
the debt-management program is principally one of service. It is our responsi- 

lity to issue the securities, process transactions involving them while they are 
tstanding, and effect and record their retirement. It is our aim to render 
prompt, efficient, and equal service to all investors at the least possible cost. 
Aitainment of this objective goes a long way toward instilling and maintaining 

n the minds of all bondowners confidence in the public debt, and indirectly 
promotes the efficiency and effectiveness of the overall debt-management 
program, 

We submitted an appropriation request to the Congress for fiscal 1955 of 
$45,400,000. The House made a reduction of $402,700 in the request and 
approved an appropriation of $44,997,300. While the amount we asked for was 
letermined only after we had carefully considered every apparent possibility 
of reducing our overall requirements, the reduction made by the House is not 
being protested. Instead, we are going to make every effort to absorb the cut 
within the amount of the appropriation. If the orderly and effective perform- 
ance of our functions make it impossible to do so, however, it may be necessary 
to submit a request for supplemental funds later on. 

Of the amount approved by the House, $4,894,800 is included for the United 
States Savings Bonds Division, whose needs will be justified by representatives 
of that organization. The remaining $40,102,500 is requested for the operations 
of the Bureau of the Public Debt, the Federal Reserve banks and the Post Office 
Department. This amount represents a decrease of $5,021,900, or more than 11 
percent, from the $45,124,400 available for 1954. 

Our program for handling the issuance and retirement of securities for 1955 
is substantially the same as for 1954. Sales emphasis on savings bonds in 1955 
will be concentrated on denominations of $50 and higher; consequently, we hope 
that, piecewise, the issuance and retirement of these securities will remain about 
the same in 1955 as in 1954, although a 22-percent increase in dollar sales is 
anticipated. It is estimated that 89.7 million savings bonds will be issued in 
1954 and the same number in 1955, and that 95.7 million pieces will be retired 
in 1955 as against 95 million in 1954. The issuance and retirement of other Treas- 
ury securities is estimated at 3 million and 3.1 million pieces, respectively, in 
both years. 

As indicated in the revised budget for 1954 submitted last spring, the verifica- 
tion and destruction of unfit United States currency was decentralized to the 
Fedéral Reserve banks on July 1, 1953. It was anticipated at the time the budget 
was prepared that the banks would perform this work without reimbursement 
from the Treasury. The final agreement, however, provided for the banks to be 
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reimbursed, and the cost is estimated at $400,000 for the current year. The 
Office of the Treasurer of the United States will assume responsibility for rein. 
bursing the banks for this work beginning with the fiscal year 1955. The sum 
of $400,000 has, therefore, been eliminated from the estimate for this Burean 

Another change resulted from abolishing the Office of the Technical Stat ir 
the Office of the Secretary, whose employees were paid from this appropriation 
This was accomplished pursuant to authority of Reorganization Plan No. 26 nd 
a Savings of about 30 positions at a cost of $130,000 was effected. The remai, der 
of the organization was transferred in part to a newly established’ Analysis 
Staff in the Office of the Secretary, and the rest to the Bureau of Accounts. The 
sum of $340,000 has been deducted from this appropriation for 1955 to cover tho 
cost of the transferred personnel and is being requested for direct appropriation 
by the offices concerned 


The Bureau of the Public Debt has made substantial reductions in its organi 
zation in the last few years In fiscal 1952 a total of 4,008 average positions wer, 
utilized ; in 1953 average positions were reduced to 3,725; in 1954 they are est 
mated at 3,572; and in 1955 the estimate is 3.428, u decrease of almost 600, over 
14 percent, in the 4-year period Most of this reduction stems from procedural 
changes already made. A part of it, however, is expected to be derived from 
improvements in operations not yet accomplished. The 1955 estimate includes 
only the minimum number of employees to be required to perform essential work 
tasks under workloads now envisioned. Any increase in the volume of issues or 
retirements will result in the development of work backlogs with resulting im 
pairment of our service functions. If we should be unsuccessful in reducing 
costs at a rate comparable to that represented by improvements already ac 
complished, we will find backlogs developing even under present workload esti- 
mates. Since backlogs mean that our service to the public will be slower, and 
the time involved in detecting incorrect or fraudulent redemptions will be longer, 
we will, of course, exert every effort to avoid falling behind. 

Notwithstanding the fact that no decrease in our work volume can be fore 
seen, we have reduced the appropriation estimate for 1955 by about $5 million 
In doing so, we made certain program and operating forecasts. as follows: 

1. The savings bond sales program will subordinate the $25 bond and be 
keyed to the sale of higher denominations 

2. The sale of savings honds by post offices will be discontinued. 

3. The employment of the Bureau will be reduced by 144 average positions 

1. The fees paid to paying agents for redeeming savings bonds will be 
reduced. 

5. All savings bonds will be printed by the offset method, rather than 
the intaglio method used heretofore 

Since the budget was prepared and submitted, conditions have changed to an 
extent that it appears our estimate of $1,936,000 savings through reduction in 
paying agents’ fees may not be realized. In addition, it Nas’ been decided to 
restrict the printing of savings bonds by the offest method to the $25 denomi 
nation E bond only. This action will result in an estimated savings of $400,000 
annually, whereas the appropriation estimate for 1955 contemplated that 
$665,000 annually would be saved through the printing of all savings bonds by 
the offset method. Notwithstanding the fact that savings through these two 
sources wil not come up to previous expectations, we are going to continue to 
look for other ways and means to reduce our appropriation needs, with the 
objective of programing our 1955 workload within the amount asked for, and 
without deterioration in the quality of service to be rendered bondowners. 

The estimate for 1955 includes a new item amounting to $1,133,100 for transfer 
to the Post Office Department for the cost of penalty mail, as required under 
Public Law 286, approved August 15, 1953. Savings bonds delivered to pur 
chasers, and interest checks mailed to holders of registered public debt securities, 
account for the great majority of the penalty mailings charged to the Bureau of 
the Public Debt. The use of the mails is essential to the programs of the Burean 
and, while every effort will be made to hold our mailings to a minimum, it is 
believed that approximately 38 million pieces will be mailed in 1955. 


Management improvement program 


The management improvement program of the Bureau continues to pay divi 
dends and changes were accomplished in the fiscal year 1953 which are expected 
to save over $1,800,000, including the decentralization of the verification and 
destruction of the unfit currency. 

Mr. Chairman, that completes my general statement and I will be glad to dis- 
cuss with the committee any points on which there may be questions. 
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INTRODUCTORY STATEMENT OF EArt O. SHREVE, NATIONAL DIRECTOR, 
SAVINGS BoNpDs DIVISION 


Mr. Chairman and members of the committee, 1 appreciate the opportunity of 
ng before you today to present the program of the United States Savings 
Ronds Division for 1955 
‘his is the 19th year that the Treasury has been selling savings bonds to the 
people. The cash value of these bonds of all series outstanding today is $58 billion 
of whieh more than $49 billion worth are held by over 40 million persons 


1955 BUDGET PROGRAM 


ids in the amount of $4,875,600 were appropriated for the fiscal year 1954 


for the United States Savings Bonds Division. In line with current policies 
aimed at effecting reductions in budgetary programs, the estimate for 1955 an- 
ticipates a reduction of 24 average positions and associated costs equivalent to 


945,000. However, subsequent to the passage of the 1954 Appropriation Act, 
the Congress enac ted Public Law 286 requiring the payment of postage on alk 
Government-mailed matter after August 15, 1953. No provision was made in the 
1054 appropriation for this additional cost estimated to amount to $250,000 in 
1954 

\ccordingly, the cutback of 24 average positions and the anticipated reduction 
of $245,000 has been offset by the new requirements of $266,900 for penalty mail 
n 1995. The total estimate for 1955 is $4,897,500 or $21,900 in excess of the 

ids available for 1954, notwithstanding the substantial reduction otherwise 
imposed in program requirements. 

However, the Committee on Appropriations, House of Representatives, has 
imposed a reduction in the appropriation “Administering the public debt.” 
The amount applicable to the United States Savings Bonds Division was $2,700 
his reduction was made due to the fact that the Government Printing Office 
subsequent to the time the budget request Was prepared indicated some reduc 
tion in the cost of printing and reproduction work in the central plant of that 
office As a result of the above reduction the budget estimates requested for 
the fiseal year 1955 have been reduced from $4,897,500 to $4,894,800. 

‘he Savings Bonds Division consists of a small paid staff and a large force 
of volunteers having responsibility for reaching every segment of the American 
public for the purpose of selling hundreds of millions of dollar's worth of sav 
ings bonds each year. Even with the use of the large volunteer organization 
personal contact with the public on any significant scale is out of the question. 
Thus, every emphasis must be placed on the use of advertising and direct mail 
Such mailings consist of promotional letters signed by prominent volunteers and 
advertising leatlets which are distributed to farmers, professional men, and 
other self-employed aan where direct mail provides virtually the only efficient 

economical means of reaching prospective buyers with a personalized sales 
message. In addition te thee direct mailings, penalty mail is used to provide the 
coutributors of more than $50 million of free advertising annually with news 
paper mats, magazine electros, radio transcriptions, television films, ete 


CONCENTRATION OF THE SALES EFFORT 


The current activities of the United States Savings Bonds Division are di- 
rected exclusively to selling Series E- and H-bonds to the people. The E- and 
H-bonds pay 3 percent interest, compounded semiannually, if held 9 years and 8 
months to maturity. The H-bond, first put on sale in June 1952, differs from the 
E-bond (which has been on sale continuously since May 1941) only in that it 
pays the holder interest by Treasury check semiannually, where the E-bond adds 
it to the cash value. Since these bonds are essentially the same security in all 
respects except in the way the interest is paid and the size of the denominations, 
the Treasury reports sales of E and H combined. 


OBJECTIVES OF PROGRAM 


The broad objectives of the Savings Bonds Division make up an important 
and vital part of Treasury’s debt management program. The sale of Series 
E- and H-bonds performs a twofold function. F irst, as a specialized tool of 
Government finance, the continuous sale of these bonds puts a substantial portion 
of the public debt into the hands of millions of citizens, the healthiest place for 
it. Today, approximately 22 percent of the public debt is held in savings bonds. 
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Secondly, Series E- and H-bonds form the heart of the Treasury’s program +, 
encourage thrift. Persuading people to store up savings for the future helps 
to hold down inflationary pressures and to keep the dollar sound. 


VOLUNTEERS ASSIST SALES PROGRAM 


The keystone of the savings bonds sales program is the continuous assist 


Ante 
it receives from its patriotic legions of volunteers who give the Treasury thei; 
time, their energy and their influence to sell savings bonds to their friends-anq 


associates. A major activity of the paid staff is recruiting, training, amd sery; 
ing the thousands of public-spirited men and women across the Nation who make 
up this savings bonds volunteer sales force. These volunteers come from the 
ranks of labor, industry, banking, agriculture, education, advertising, and pu} 
licity media, women’s organizations, interracial groups and similar organizations 
and groups. 


ADVERTISING DONATED BY BUSINESS AND MEDIA 


A major component part of the sales effort is the advertising support donated 
to the program. Year after year, the Treasury receives millions of dollars 
worth of radio and television time, motion-picture showings, newspaper, mags. 
zine, billboard and transportation advertising space free of charge. The Treas 
ury doesn’t pay 1 cent for the time and space devoted each year to selling bj] 
lions of dollars worth of savings bonds. The businessmen of the Nation, the Na 
tion’s advertisers, and the advertising media donate all the time and space 
utilized to promote the sale of savings bonds. 


MANAGEMENT IMPROVEMENT 


The Division is carrying on 


a continuing and intensive program of mana 
ment improvement. 


This has already produced a more effective coordination 
of the bond sales program with the Treasury Department’s debt management 
policies and also better leadership in and improved coordination of the Divi. 
sion’s field and departmental functions. Through constant diligence in im. 
proving its procedures and effecting a better utilization of manpower, it wil 
enable the Division to effect substantial economies. 


SALES PROGRAM FOR FISCAL YEAR 1955 


The sales program for the fiscal year 1955 has a threefold objective: (1) To 
expand the cash amount of series E and H sales: (2) to encourage the owners 
of the approximately $11 billion E-bonds maturing in these 2 years to hold or 
to their bonds after maturity instead of turning them in for cash; and (3) to 


continue to inform more Americans about the terms of the E-bond and the new 
current income companion, the H-bond. 


EXPANDING SALES OF E AND H BONDS 
Payroll savings market 


At the close of fiscal year 1953, we estimate there were some 8,250,000 persons 
buying E-bonds regularly where they work out of current income through the 
payroll savings plan. As compared with the preceding year-end, there was 3 
net gain of some three-quarters of a million payroll savers during 1953. 

In order to reduce administrative costs further, the Treasury has directed 
the Savings Bonds Division to aim its sales efforts toward encouraging people 
to buy bonds in larger sizes ($50 denomination and over) and in amounts they 
feel reasonably sure they can hold. The Division is launching immediately an 
educational campaign to encourage people to trade up from the $25 bond to 
one of larger size. Since the great majority of the $25 bond buyers are payrol! 
savers, much of the educational effort will be directed to the firms operating 
the plan and to the payroll savers themselves. 

Furthermore, in the near future post offices will cease acting as issuing agents 
for series E-bonds. Some 700 post offices now issue bonds for payroll savings 
firms. The Division will exert every effort to induce these firms to assume their 
own issuance of bonds or have it done by their local banks. 

Therefore, there will be quite a readjustment period in the months ahead 
and it is conceivable that the total number of payroll savers may decline tem- 
porarily. If there should be any such loss, the Division will intensify its efforts 
to recoup it and, furthermore, will strive to increase the total number of pay- 
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sol] savers to 10 million by June 30, 1955. Volunteer committees at national, 
sional, State, and local levels, industrywide drives and special local promo- 
tions will spearhead this important effort. 


irm market 

During fiscal year 1953 good progress was made in selling savings bonds to 
the farmer. Unfortunately, we do not have the facilities for measuring the 
crowth of the farm program as we do payroll savings. Hcwever, in spite of 
the decline in agricultural income, savings bonds sales in farm areas are cur- 
rently Showing sharp gains, much higher percentagewise than the 23 percent 
rate for the Nation as a whole. A continuous effort is being made to get the 
sreatest possible number of farmers under the new savings plan for accumulating 
reserves for replacement of wornout farm machinery. 
rhe investor market 

During fiscal year 1953 real progress was made in selling series E and H bonds 
to investors. This important market is approached through a concentrated 
program built around the utilization of selected volunteer groups. For example, 
the banks are giving stronger and more effective cooperation to the Division's 
efforts to strengthen investor sales. 

During the last half of fisc al year 1953 significant increases occurred in the 
sales of the so-called investor denominations of E bonds. The $500 and $1,000 
ret pushed ahead 29 and 32 percent over sales during the same period the 
year previous. This reversed a 3% year downtrend, from 1949 through the first 
6 ‘months of 1952. Moreover, during the last half of fiscal 1953, sales of the new 
$10,000 denomination E bond more than doubled the record of the previous 6 

onths. 


i 


School savings 

\ healthy growth in this program continues. Reports on school savings 
are currently submitted on a calendar-year basis. At the end of December 1952, 
there were 5 million students enrolled in schools with stamp days. This com- 
pared with 4 million chidren at the previous year end. 

During calendar years 1953 and 1954 we hope to expand the number of schools 
with stamp days to encompass more than 7 million students. 


ENCOURAGING OWNERS TO HOLD E BONDS AFTER MATURITY 


The Division has been very successful in its advertising and educational cam- 
paign to get the holders of matured BE bonds to hold on to them after maturity 
instead of cashing them. The retention rate to date is 75 percent of the dollar 
amount matured. 

Through intensive continuation of this campaign, it is hoped that at least 
70 percent of the approximately 156 million pieces of E bonds (amounting to 
approximately $11 billion in dollar value) maturing during fiscal years 1954 

nd 1955 will be held for a longer period. 

To maintain the health of the economy and to keep the dollar sound, and 
stop the decline in the purchasing power of our money, the retention of past 
savings is just as important as a high level of savings out of current income. 


INFORMING THE PEOPLE OF THE TERMS OF THE BONDS 


A continuous, long-range educational program is necessary to inform more 
Americans of the terms of the bonds and the advantage of investing their savings 
nthem. Every effort will be made through extensive use of radio and television, 
newspaper, magazine, and other advertising and publicity media, as well as 
through continuous personal contact, to inform more people of the advantages 
of buying and holding savings bonds. 

With your permission, I should like to present a few charts showing the cur- 
rent sales and redemption trends of series E and H bonds. 


HOUSE ACTION 


Mr. Kizpy. I might summarize the highlights of the opening state- 
ment. 

Senator Dirksen. May I ask one question before you do. The 
House did cut you by $402,7004 
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Mr. Kixiey. That is correct. 
Senator Dirksen. ] assume, under the assurances given by the See. 
retary, that you will absorb your share as other bureaus in the Treas 
ury will absorb their share. 


BUDGET REQUEST 


Mr. Kinny. It is our intention to do everything we can. 

The appropriation request before the ( ommittee for Administering 
the Public Debt amounts to $44,997,300, This is $402,700 less tha 
the amount included in the President’s budget, due to a reduction by 
the House of Representatives, Of the total request, $4,894,800 is in 
cluded for the United States Savings Bonds Division, and will be justi 
fied by Mr. Shreve, the Director of the Division. The remaining $40, 

102,500 is requested for the operations of the Bureau of the Publi: 
Debt, the Federal Reserve Banks, and the Post Office Department jn 
handling public-debt transactions. This is a decrease of over $5 mil 
lion, more than 1] percent, below the amount available for the current 
year, 

I would like to tell you—the Secretary told you yesterday that in a 
number of instances allowances were already made for potential say 
Ings not already in sight for program functions which had not been 
completely established—so perhaps we are in the same boat with the 
Division of Disbursement, although under a different phraseology. 
We have not yet worked out completely the action to be taken to eflect 
this reduction. We will make some savings through printing the $25 
denomination series E savings bonds by the offset process; through 
discontinuing the sale of savings bonds in a large proportion of the 
post offices; and through a campaign to persuade savings-bond pur- 
chasers to take higher denomination bonds. 

Still further say ings must be found before the full amount of the 
cut can be realized. We are going to do our best to live within the 
amount before the committee today. If the orderly and effective 
performance of our functions make it impossible to do so, however, it 
may be necessary to submit a request for supplemental funds later on. 


PERSONNZEL REDUCTION 


ry 
‘ 
4 


‘he present outlook indicates about the same volume of public debt 
issues and retirements, and related transactions, in 1955 as in 1954. | 
would like to point out, however, that our request for funds contem 
plates a reduction in personal services amounting to 144 average posi 
tions and that, since 1952, we have decreased our force by about 600 
employees, or over 14 percent. This has been accomplished chiefly 
through improved work procedures and without impairment to the 
services furnished the public, or detriment to the administ ration of 
the debt. We will continue to search for ways and means to improve 
the efficiency, and the economical operation, of the Bureau. 


SAVINGS BONDS 


Senator Dirksen. No. 1 in your breakdown you mention issuing and 


servicing and retirement of savings bonds. I would like to get a clear 
Does it 


picture of it. That includes the preparation of the bond. 


TREASL 


nelude, also, th 
Mr. Kiuey. 
distributing th 
suing agenci 
ndividual sity 
honds or destr 
fciary is entit! 
actions which 
and the ultim: 

Senator Dir 
lavs down ach 
tion really at 
Reserve bank. 

Mr. Kinpy. 

Senator Du 
volume. 

Mr. Kupy. 
from the ‘Tre: 
banks im tur? 
shipments are 
time. These 
individuals as 
savings plans 

Senator D1 
do not have t 

Mr. KiIvpy. 
series E bone 
address of th 
maintained 1 

Senator D 
bonds? 

Mr. Kune, 
the dollar va 
form. In p 
which pass b 
tain the reg 


office. All . 


Senator | 
bonds came 
of other Tre 

Mr. Kine 

Senator I 

Mr. Kine 

Senator | 

Mr. Kiva 

Senator ! 
ume of savi 
a master fil 
by individu 





~! 


the Se 


e Treas 


isterine 
ew t} i 
tion by 
() j 

e Just 
lo s+ 
Pub] 
ent 
DD on 


urrent 


Aut 

il say 
t bee, 
th the 
ology. 
eflect 
1e@ SY!) 
rough 
f the 


pur 


f the 
1 the 
ctive 


debt 
se 
Cll) 
MOS] 
600 
efly 
the 


DVe 


nd 
ar 
it 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 207 
nelude, also, the work done by the Bureau of Printing and Engraving ¢ 
Mr. Kitsy. Yes. It includes the entire cost of producing the bonds, 

list ri ae them through the Federal Reserve banks and the various 
suing agencies throughout the country, issuing them, taking care of 
ivida situations where replacements are needed because of lost 
ids or destroyed bonds, reissue in the case of death where the bene- 
ciary is entitle d to beeome the owner, and the numerous other trans- 
act ons which oceur in the day-to-day prosecution of the program, 
ind the ultimate retirement of ‘the bonds. 

Senator Dirgsen. As a mechanical process, the man who goes in and 
iys down ac ‘heck for $500 for a bond of any series enters his subse rip- 
tion really at the bank and the bank gets it from the nearest Federal 
Reserve bank. 

Mr. Kunny. That is correct. 

Senator Dirksen. So those are delivered, I suppose, in block or in 
volume. 

Mr. Kinny. The bonds are delivered on a strictly wholesale basis 
from the Treasury in Washington to the Federal Reserve banks. The 
banks in turn have about 21,000 agents besides post offices to whom 
shipments are made for their purposes in making issues from time to 
time. These are generally in two classes, over-the-counter sales to 
ndividuals as they come to buy a bond and for corporations on payroll 
savings plans. 

Senator Dirksen. That particular security is not registered and you 
do not have to handle a lot of detailed bookkee ping with it? 

Mr. Kirny. That is a registered security. The big volume is in the 
series E bonds, which are registered, and which carry the name and 
uddress of the owner. The record of each purchase is recorded and 
maintained in our master file in Chicago. 

Senator Dirksen. Which of these many bonds are not registered 
bonds? 

Mr. Kitey. The marketable securities which constitute the bulk of 
he dollar value of the public debt are in both registered and coupon 
form. In pensions, about 91 percent actually are bearer securities 
which pass by delivery, and about 9 percent are registered. We main- 
tain the registered records on Treasury bonds in our Was hington 
office. All of the savings bonds records are maintained in Chicago. 


COUPON BONDS 


Senator Dirksen. Does every other security except the savings 
bonds came in item No. 2—under issuance, receiving, and retirement 
of other Treasury securities ¢ 

Mr. Kinsy. That is correct. 

Senator DIRKSEN. That would be coupon bonds? 

Mr. Kinsey. That is correct. 

Senator Dirksen. Those you do not register? 

Mr. Kinry. That is correct. 

Senator Dirksen. I have nay: ays been curious considering the vol- 

e of savings bond work that goes on, whether you have to maintain 


a master file. It must be a thepieeiniiiten amount of work to carry that 


by individual name, address, and number. 
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Mr. Kinny. We have a record in Chicago of the ownership of around 
1,500 million different securities, which are registered in the names 
of millions of our citizens. Those records are accessible for searc) s 
that if you or any other purchaser were to lose a bond and could giv, 
us an adequate description, we could locate and authenticate the py 
chase. We could authenticate the fact that the bond had not bee 
paid, and we could recognize and process a claim for a substitute bond 

Senator Dirksen. Is there a master file on that here in Wash 
ington ? 

MASTER FILE 


Mr. Kursy. There is a master file, but it is broken down by the var 
ous loans. ; 

Senator Dirksen. Not by name and address? 

Mr. Kitey. It is broken down by name and adress with respect to 
this 9 percent registered, but with respect to the 91 percent which are 
in bearer form, we merely have a consecutive register from which we 
retire by serial number. As bond No. 7 comes in and is paid, we record 
on our register the fact that No. 7 has been paid. 

Senator Dirksen. I am curious about the volume of work that is 
involved in the maintenance of such a file, especially the number of 
entries that must be made, because obviously you have surrender of 
bonds, cash-ins by people, and new names appear on the rolls or the 
Same names. So it becomes a team process. 

Mr. Kiisy. During this fiscal year, Mr. Chairman, it is our ex 
pectation that we will sell about 86 million pieces of savings bonds 
and that we will retire about 88 million. The program for next year, 
the year under consideration, is approximately the same except that 
we figure our redemptions will be about 700,000 pieces more because 
of the increased volume of series F and G bonds which are coming to 
maturity and for which no extension provision has been madc., 


BOND REDEMPTIONS 


Senator Dirksen, Should I ask you or Mr. Shreve about the present 
picture concerning redemptions of these bonds and what it has been 
for a period of a year or 2 years? 

Mr. Kinny. I can give you the figures. 

Senator Dirksen. Did you include a table in your statement ? 

Mr. Kirtsy. There is a table on page 76, but I do not know if the 
numbers run as in your copy. 

Senator Dirksen. Let us look at that for a moment. I see it refers 
to sales, series E, 1953 and 1954 and estimated for 1955. 

Mr. Kiiey. That is 86 million, which I mentioned. 

Senator Dirksen. Redemptions of the A and E. 

Mr. Kirey. That is the 88 million. 

Senator Dirksen. There is a total of 83.8 million in 1953, 89.8 mil 
lion estimated in 1954, and 90.5 million estimated in 1955. Your re- 
demptions will exceed slightly your estimated sales. 

Mr. Kriey. They should, because we have a larger maturity of the 
series F and G bonds next year than we have this year. 

Senator Dirksen. I think perhaps we ought to include this table 
for the record. 

(The information referred to follows:) 
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of ary 
frond Volume of savings bonds processed or to be processed within funds available 
. and estimated 
sear Q 
ould Ply r ry} nai, ‘ ari : : 
+ the 1) Type of transaction Actual, 1953 "ee —— 
not he, — - ————— — - —— —nne 
ute ho) | Issue 
n W is} * Series Basive sabi 80, 337, 751 86, 000, 000 86, COO, 000 
Other series 659, 881 800, 000 800, 000 
Total sales 80, 997, 632 86, 800, 000 86, 800, 000 
Other issues (claims, reissues, exchanges, etc.) 2, 919, 125 2, 900, 000 2, 900, 000 
the vay otal issues "83, 916, 757 89, 700, 000 89, 700, 000 
Retirements 7. 
Redemptions 
Series A to E_.. 82, 790, 860 88, 000, 000 88, 000, 000 
spect { Other series 1,083, 777 1, 800, 000 2, 500, 000 
hich a Total redemptions 83, 874, 637 89, 800, 000 90, 500, 000 
hich 8 Other retirements (claims, reissues, spoils, etc.) - - 5, 201, 836 5, 200, 000 5, 200, 000 
p record Total retirements 89, 076, 473 95, 060, 000 95, 700, 000 
oe VERIFICATION OF UNFIT CURRENCY 
e] 
nder of Senator Dirxsen. I notice that verification of unfit currency has 
sor th been turned over to the Federal Reserve banks. 

Mr. Kinsy. That is correct. 

ur ex Senator Dirksen. How will that be handled ? 

| bond Mr. Kruey. May I ask Mr. Heffelfinger to address himself to that 

it yea question ¢ 

pt that Senator Dirksen. Will any of that come to Washington, or will it 

CAUSE be localized ¢ 

ung te Mr. Herrecrrncer. The decentralization of the unfit United States 
currency was decentralized to the Federals from Washington last 
July 1. None of it will come into Washington. Each Federal Reserve 
bank and branch will verify the fact of redemption, make a final audit, 
and destroy it. 

resent Senator Dirksen. So there will be a rather substantial saving, I 

8 beer suppose. 

Mr. Krsy. Which has been taken out of the base for the appro- 

priation. 

f the MAINTENANCE AND AUDIT OF PUBLIC DEBT ACCOUNTS 

-efers Senator Dirxsen. Your fourth item is “Maintenance and audit of 
public debt accounts.” 

Mr. Kizay. That will continue substantially unchanged. It is the 
normal process of maintaining the proper accounting controls over 
securities issued, over securities retired for any account, either by re- 

mil demption or on exchange or other transactions. It involves about 
rre the same scope of operations, about the same volume of items to be 


kept under accounting control. It is a rather constant thing from 
f the year to year. 
PUBLIC DEBT 
Senator Dirksen. It runs in my mind that one of the Members asked 


the Secretary when he was here about the inclusion of a statement: in 
the record with reference to the public debt. 
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Mr. Kirny. I have a statement here. It might be interesting to not 
this. On February 28, which was the end at the month debt statement, 
the debt amounted to $274,781,539,139.7 The debt subject to the 
limitation has been an item of particular ice recently becarse 
of our proximity to the ceiling. We actually have $559 million of debs 
included in the public debt statement whic h is not subject to the limi 
tation. So in recent months, because of our proximity to the ceiling, promotion of t 
we have been carrying an additional figure in our debt statement whic} rojected 605 
shows an amount of debt subject to the limitation. That figure o ¢4 897500. Ip 
February 28 was $274.200 million, which indicates we were $700 million 1 think that Vr 
within the limit of our borrowing authority. hetter to give | 

Senator Dirksen. As of February 28, 19547 record at this | 


STATEME 


[ presume | tl 

































Mr. Kiney. Yes, sir. Because of rather significant fin: etn Pa a 
tions, the major one of which was this tremendously successful 1 
funding on February 15 which retired a large number of securities 
maturing on FE ‘ebruary 15, March 15, and ao i oe 15, the composi 
tion of the debt has changed and as of March 19, the latest statement 
which I have, the total debt subject to limits lon is $071, 672 million, « 
roughly a $3 billion expansion in our borrowing power because rf 
these financial transactions that have taken place. 


rREASURY WORKING BALANCE 


Senator Dirksen. When this matter was considered—and I do not 
think it is necessary to get too deeply into the field of policy—one of 
the questions that was booted about in the Senate a great deal last 
vear after the House took action on increasig the limitation on the 
debt, was the size of the working balance in the Treasury that should 
be preserved. I suppose it differs with different people. There were 
some estimates that $4 billion to $5 billion was enough. I thought 
the Treasury said it should not be less than $6 billion, and I am draw- 
ing on memory there. 

Would you care to make any comment on the basis of your experi- 
ence as to what a desirable and necessary working balance is in the 
light of our various fiscal transactions from one time to another time? 

Mr. Kinny. On the basis of the present volume of receipts and ex 
penditures, it would appear that $5 billion would be a rather reason- 
able figure. Six billion dollars “would represent about a month’s 
income and outgo. Certainly, a month’s money in the till is not an 
unreasonable figure to keep in times like these. 


TOTAL IN GENERAL FUND 


The estimate of budget receipts and expenditures contemplates that 
there will be $4,950 million in the general fund on June 30. 

Senator Dirksen. So we are skirting the safety zone. 

Mr. Kurzy. We are, Mr. Chairman. 

Senator Dirksen. And not being able to predict the evaluation in 
the field of receipt and disbursement from time to time, that is a 
rather thin margin on which to operate, would you say? 

Mr. Kinsey. I would say so. 

Senator Dxsen. I think that is all. 


(The statem 
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Unrrep Srates Savines Bonps Division 
STATEMENT OF EARL 0. SHREVE, NATIONAL DIRECTOR 
PREPARED STATEMENT 


| presume that Mr. Shreve will now tell us something about the 
promotion of the sale of savings: bonds. I see, Mr. Shreve, there is 
projected 608 positions for fiscal 1955 at an estimated cost of 
$4,897,500. I presume most of the expenditure is for personal services. 
| think that rather than have you read your statement it would be 
better to give us the highlights. The statement will be inserted in the 
record at this point. 

(The statement referred to follows :) 


INrropucTORY STATEMENT OF Fart O. SHREVE NATIONAL DikeEcTOR, UNITED STATES 


Savinos Bonps Drvrsi0n 


Mr. Chairman and members of the committee, I appreciate the opportunity of 
coming before you today to present the program of the United States Savings 
Bonds Division for 1955. 

rhis is the 19th year that the Treasury has been selling savings bonds to the 
people. The cash value of these bonds of all series outstanding today is $58 
billion of which more than $49 billion worth are held by over 40 million persons. 


1955 BUDGET PROGRAM 


Funds in the amount of $4,875,600 were appropriated for the fiscal year 1954 
for the United States Savings Bonds Division. In line with current policies 
aimed at effecting reductions in budgetary programs, the estimate for 1955 
anticipates a reduction of 24 average positions and associated costs equivalent 
to $245,000 However, subsequent to the passage of the 1954 Appropriation Act, 
the Congress enacted Public Law 286 requiring the payment of postage on all 
Government mailed matter after August 15, 1958. No provision was made in 
the 1954 appropriation for this additional cost estimated to amount to $250,000 
in 1954 

Accordingly, the cutback of 24 average positions and the anticipated reduction 
of $245,000 has been offset by the new requirements of $266,900 for penalty mail 
in 1955. The total estimate for 1955 is $4,897,500 or $21,900 in excess of the 
funds available for 1954, notwithstanding the substantial reduction otherwise 
imposed in program requirements. 

However, the Committee on Appropriations, House of Representatives, has 
imposed a reduction in the appropriation “Administering the public debt.” The 
amount applicable to the United States Savings Bonds Division was $2,700. 
This reduction was made due to the fact that the Government Printing Office 
subsequent to the time the budget request was prepared indicated some reduc- 
tion in the cost of printing and reproduction work in the central plant of that 
office. As a result of the above reduction the budget estimates requested for 
the fiscal year 1955 have been reduced from $4,897,500 to $4,894,800. 

The Savings Bonds Division consists of a small paid staff and a large force 
of volunteers having responsibility for reaching every segment of the American 
public for the purpose of selling hundreds of millions of dollars’ worth cf savings 
bonds each year. Even with the use of the large volunteer organization personal 
contact with the public on any significant scale is out of the question. Thus, 
every emphasis must be placed on the use of advertising and direct mail. Such 
mailings consist of promotional letters signed by prominent volunteers and 
advertising leaflets which are distributed to farmers, professional men, and 
other self-employed people where direct mail provides virtually the only efficient. 
and economical means of reaching prospective buyers with a personalized sales 
message. In addition to the direct mailings, penalty mail is used to provide the 
contributors of more than $50 million of free advertising annually with news- 
paper mats, magazine electros, radio transcriptions, television films, ete 
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CONCENTRATION OF THE SALES EFFORT 


The current activities of the United States Savings Bonds Division are 
directed exclusively to selling series BE and H bonds to the people. The E and 4 
bonds pay 3 percent interest, compounded semiannually, if held 9 years and § 
months to maturity. The H bond, first put on sale in June 1952, differs from 
the E£ bond (which has been on sale continuously since May 1941) only in that 
it pays the holder interest by Treasury check semiannually, where the FE bond 
adds it to the cash value. Since these bonds are essentially the same security 
in all respects except in the way the interest is paid and the size of the denomi- 
nations, the Treasury reports sales of E and H combined. 


ORJECTIVES OF PROGRAM 


The broad objectives of the Savings Bond Division make up an important 
and vital part of the Treasury’s debt-management program. The sale of series 
E and H bonds performs a twofold function. First, as a specialized tool «o{ 
Government finance, the continuous sale of these bonds puts a substantial por- 
tion of the public debt into the hands of millions of citizens, the healthiest place 
for it. Today approximately 22 percent of the public debt is held in savings 
bonds. Secondly, series E and H bonds form the heart of the Treasury's 
program to encourage thrift. Persuading people to store up savings for the 
future helps to hold down inflationary pressures and to keep the dollar souni. 


VOLUNTEERS ASSIST SALES PROGRAM 


The keystone of the savings bonds sales program is the continuous assistance 
it receives from its patriotic legions of volunteers who give the Treasury their 
time, their energy, and their influence to sell savings bonds to their friends 
and associates. A major activity of the paid staff is recruiting, training, and 
servicing the thousands of public-spirited men and women across the Nation 
who make up this savings bonds volunteer sales force. These volunteers come 
from the ranks of labor, industry, banking, agriculture, education, advertising 
and publicity media, women’s organizations, interracial groups, and similar 
organizations and groups. 


ADVERTISING DONATED BY BUSINESS AND MEDIA 


A major component part of the sales effort is the advertising support donated 
to the program. Year after year, the Treasury receives millions of dollars 
worth of radio and television time, motion-picture showings, newspaper, maga- 
zine, billboard, and transportation advertising space free of charge., The 
Treasury doesn't pay one cent for the time and space devoted each year to 
selling billions of dollars worth of savings bonds. The businessmen of the 
Nation, the Nation’s advertisers, and the advertising media donate all the time 
and space utilized to promote the sale of savings bonds. 


MANAGEMENT: IMPROVEMENT 


The Division is carrying on a continuing and intensive program of manage 
ment improvement. This has already produced a more effective coordination 
of the bond-sales program with the Treasury Department’s debt-management 
policies and also better leadership in and improved coordination of the Divi- 
sion’s field and departmental functions. Through constant diligence in improv 
ing its procedures and effecting a better utilization of manpower, it will enable 
the Division to effect substantial economies. 


SALES PROGRAM FOR FISCAL YEAR 1955 


The sales program for the fiscal year 1955 has a threefold objective: (1) To 
expand the cash amount of series E and H sales; (2) to encourage the owners 
of the approximately $11 billion E bonds maturing in these 2 years to hold 
on to their bonds after maturity instead of turning them in for cash; and (3) 
to continue to inform more Americans about the terms of the E bond and the 
new current income companion, the H bond. 
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EXPANDING SALES OF E AND H BONDS 


payroll savings market 

4t the close of fiscal year 1953 we estimate there were some $,250,000 persons 
huving E bonds regularly where they work out of current income through the 
wyroll-savings plan. As compared with the preceding year end, there was 
a net gain of some three-quarters of a million payroll savers during 19538. 

in order to reduce administrative costs further, the Treasury has directed 
the Savings Bonds Division to aim its sales efforts toward encouraging people 
to buy bonds in larger sizes ($50 denomination and over) and in amounts they 
feel reasonably sure they can hold. The Division is launching immediately an 
educational Campaign to encourage people to “trade up” from the $25 bond to 
one of larger size. Since the great majority of the $25 bond buyers are payroll 
savers, much of the educational effort will be directed to the firms operating the 
plan and to the payroll savers themselves. 

Furthermore, in the near future post offices will cease acting as issuing agents 
for series E bonds. Some 700 post offices now issue bonds for payroll savings 
frms. The Division will exert every effort to induce these firms to assume their 
own issuance of bonds or have it done by their local banks. 

Therefore, that will be quite a readjustment period in the months ahead and 
t is conceivable that the total number of payroll savers may decline temporarily. 
if there should be any such loss, the Division will intensify its efforts to recoup 
t and, furthermore, will strive to increase the total number of payroll savers to 
10 million by June 80, 1955. Volunteer committees at National, Regional, State, 
and local levels, industrywide drives and special local promotions will spear- 
head this important effort. 


Farm market 

During fiscal year 1953 good progress was made in selling savings bonds to 
the farmer. Unfortunately, we do not have the facilities for measuring the 
crowth of the farm program as we do payroll savings. However, in spite of the 
decline in agricultural income, savings bonds sales in farm areas are currently 
showing sharp gains, much higher percentagewise than the 23 percent rate for 
the Nation as a whole. A continuous effort is being made to get the greatest 
possible number of farmers under the new savings plan for accumulating re- 


serves for replacement of wornout farm machinery. 


The investor market 

During fiscal year 1953 real progress was made in selling series E and H 
bonds to investors. This important market is approached through a concentrated 
program built around the utilization of selected volunteer groups. For example, 
he banks are giving stronger and more effective cooperation to the Division's 
efforts to strengthen investor sales. 

During the last half of fiscal year 1953 significant increases occurred in the 
sales of the so-called investor denominations of E bonds. The $500 and $1,000 
pieces pushed ahead 29 percent and 32 percent over sales during the same 
period the year previous. This reversed a 34-year downtrend, from 1949 
through the first 6 months of 1952. Moreover, during the last half of fiscal 1953, 
sales of the new $10,000 denomination E bond more than doubled the record of 
the previous 6 months, 


School savings 

A healthy growth in this program continues. Reports on school savings are 
currently submitted on a calendar-year basis. At the end of December 1952, 
there were 5 million students enrolled in schools with stamp days. This com- 
pared with 4 million children at the previous year end. 

During calendar years 1953 and 1954 we hope to expand the number of schools 
with stamp days to encompass more than 7 million students. 


ENCOURAGING OWNERS TO HOLD F BONDS AFTER MATURITY 


The Division has been very successful in its advertising and educational cam- 
paign to get the holders of matured E bonds to hold on to them after maturity 
instead of cashing them. The retention rate to date is 75 percent of the dollar 
amount matured. 

Through intensive continuation of this campaign, it is hoped that at least 
70 percent of the approximately 156 million pieces of E bonds (amounting to 
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approximately $11 billion in dollar value) maturing during fiscal years 1%4 
and 1955 will be held for a longer period. 

To maintain the health of the economy and to keep the dollar sound, and stop 
the decline in the purchasing power of our money, the retention of past savings 
is just as important as a high level of savings out of current income. 


INFORMING THE PROPLE OF THE TERMS OF THE BONDS 


A continuous, long-range edueational program is necessary to inform mor 
Americans of the terms of the bonds and the advantage of investing their savings 
in them. Every effort will be made through extensive use of radio and television, 
newspaper, magazine, and other advertising and publicity media, as well 
through continuous personal contact, to inform more people of the advantages 
buying and holding savings bonds. 

With your permission, I should like to present a few charts showing the cur 
rent sales and redemption trends of series E and H bonds. 


as 


PENALTY MAIL CHARGE 


Mr. Sureve. We estimated savings of $245,000 in expenses for the 
coming year, but that is being offset by a charge of $266,900 for penalty 
mail due to Public Law 286. ' 

Senator Dirksen. Is that the amount of the savings? 

Mr. Stireve. We are asking for $19,200 more than last year because 
of Public Law 286. 

Senator Dirxst wn. You anticipate, then, a reduction of 24 positions, 
and there probably were other items of cost, 

Mr. Sureve. As of March 15 we had 601 employees. 
how much detail you wish to go into. 

Senator Dirksen. I do not think it requires too much explanation 
because this is a very good statement that is before us. I fancy that 
if some of my colleagues who have a particular interest in it were 
here, they would probably want to go into the whole field of theory on 
bond redemptions and what the underlying causes and reasons are for 
it. You can feel free to make some comment if you like. 


I do not know 


BOND SALES AND REDEMPTIONS 

Mr. Sureve. I would like to make one comment, which ors not in 
abe an eds a the end of the last calendar year, our sales 
exceeded rede ‘mptions by $211 million as compared to an excess of re- 
demptions over sales in the previous year of $523 million. So far this 
year we are going ahead with a considerable m: irgin between re demp- 
tions and sales on the favorable side even though the E bonds are in 
creasing In volume as far as maturity is concerned, So we are quite 
happy over that. 

Senator Dirksen. Is there 
type of bonds against another ? 

Mr. Sureve. We are trying to deemphasize the $25 bond. 

Senator Dirksen. Your emphasis comes on what? 

Mr. Srreve. Both series E and H. We set a quota of $700 million 
for the H bond this year, which is about a 50 percent increase over 
what we actually did last year. We set a quota of $4,600,000 for E 
bonds. Our motto is “A billion more in 1954,” which means that 
much more than we sold last year. Sales are going along pretty well 
so far this year. 


any effort to emphasize the sale of one 
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| spent practically all of my business life in sales. This is the 
‘irst time I have ever tackled a sales job of any consequence with so 
little money and without an adequate staff organization. 

Senator Dirksen. You have 601 salaried people, and in addition 
you do depend upon volunteer workers. 


VOLUNTARY BOND WORKERS 


Mr. Sureve. We estimate, and I think it is conservative, at least 
60,000 organized voluntary workers over the country that are helping 
us on the bond program. It has been a source of wonder to me how 
some of these busy men in their particular localities become so in- 
terested in the bond program and give so much of their time and 
effort to it. In that category comes the American Bankers Associa- 
tion which has this vear, I think, a very live national committee under 
the chairmanship of Bill Neal from North Carolina. He has held 
regional meetings all over the country. Those meetings have been 
well attended and the interest manifested has been very real. For 

e first time since the war we have gotten the real interest of the 
nvestment bankers. That is under the chairmanship of Mr. Lemon 
of the firm of Johnson, Lemon & Co here in Washington, D.C. He 
is very enthusiastic. They are digging down in their own pockets to 
furnish money for advertising to sell Government saving bonds. 

In addition to that, and it had a great deal of influence on me com- 
ing out of retirement to Washington to try to help to do a job, the 
advertising fraternity and the publishing fraternity, including mov- 
ing pictures, television, and radio, last year gave to this program over 
$53 million worth of services, which is a tremendous contribution. 
Phere is a group of men that I think you will agree are about as astute 
as any group we have in our business structure. If they think that 
much of this program, it is enough for me. 

Senator Dirksen. So you find yourself in the position of being a 
lieutenant general of about 8 divisions with 600 subordinate officers 
inder you and 60,000 in your army scattered all over the country. 
Really, your volunteers are actually your salesmen, aren't they ‘ 

Mr. Sureve. That is right. 


OBJECTIVES OF SALES PROGRAM 


Senator Dmxsen. That is the level at which the work has to be 
done. 

I notice here you say your sales program for fiscal 1955 has a three- 
fold objective to expand the cash amount of series E and H sales. 
In other words, to get away from the small denominations and hike 

up to something larger and to encourage the owners of approxi- 

lately 11 billion E-bonds maturing in these 2 years to hold on to their 
bonds after maturity instead of turning them in for cash. 

What is the general technique of persuasion to say, “You had 
better try to hang on™? 

Mr. Sureve. Through information of various kinds and advertis- 
ing so they understand they do have the privilege of the 10-year 
extension. Today 76 percent of the matured bonds are being held, 
which I think is a pretty good pereentage. Our hope will be to in- 
crease that percentage. I have talked to a number of my friends 
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who have been buying bonds over the years, and their inclination 
has been forget about the bonds. Some of them did not know 
about the extension, but just kept holding them. 

As Mr. Kilby indicates, the interest rate helps a great deal. Whey 
you consider that a holder of K-bonds, if he holds them 19 years and 
8% months, get an appreciation of 80 percent over his original invesi 
ment, it’s a very attractive investment. That is an average simple 
interest of 4 percent per year over the years with an absolute guat 
unteed investment. I do not think you could better that anywher 
in the economy. 

Senator Dirksen. 
period of time. 
picture, 
areas, 


You have had broad experience over a long 
You feel reasonably good about this whole general 
considering that there is a slide off of business in cert: Lin 
There is a general disposition to believe that when you get a 
condition of that kind that promptly the holder of a bond will rush 
right up and eash it and use the bonds either for current. living 
expenses or because he wants to make a downpayment on a TV. Are 
you satisfied with this general picture? 


INCREASED BOND SALES 


Mr. Sureve. | was interested in one of the late reports of the 
National City Bank in New York in which they said that any sub 
stantial recession always is indicated by an additional redemption 
of savings bonds. That has not happened in recent months. We are 
experiencing increased sales each month, particularly over the same 
period of last year. : was amazed, I think probably you are more 
familiar than I with it, that the total savings of the country today 
are over $250 billion. in 1946 we had in savings bonds 24 percent of 
the savings of the country. In 1951 that dropped down to 4 percent. 
Now it is up to about 14 percent. From my point of view, that gives 
us ample leeway to increase our sale of bonds without any! real damage 
to the savings institutions of the country. I think it is an insurance 
on their part. 

Senator Drr«sen..Are there any. figures that can be assembled 
without too much difficulty that probably would not go back beyon« 
that set down in 1907 and 1908 and then picking up whatever so-called 
recessions we had during that period, and then indicating what. the 
marketings and the dispoistion of securities of the savings variety 
were in each one of those periods? Have any figures been compiled 
along that line? That gets back to what you say about the banks in 
New York, saying that these recessions were usually preceded by 
rather substantial marketings of savings bonds. 

Mr. Sureve. Savings bonds run back only to 1935. 

Senator Dirksen. I have no good recollection of anything beyond 
that time, so we could not include either 1919 or 1908, and could 
scarcely include 1937 when we had a little setdown. 

It is a rather interesting matter because it could prove almost 
statistically that you would have to have this kind of a forerunner be 
fore you actually run into that situation economically. 

Mr. Sureve. We have been watching that very carefully. With 
an increase in redemptions we would try to put more intensive work 
on raising the sales. 
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PAYROLL SAVINGS 


On payroll savings we have about 8,250,000 savers. We are getting 
er! » le cooperation from industry. I think that largely reflects 
, fine condition and that the climate has changed very materially. 
We had quite a number of large organizations who would not touch 
.savings-bond program in their organization some months ago that 
‘ave come in and run up a participation as high as 97 percent of their 
employees. 

One of the things that appealed to me in this whole program aside 
from the amount of savings which are being accumulated on a regular 
basis, that is teaching the value of the habit of thrift which is the basis 
of the growth of this great Nation of ours. We are spreading that 
gospel, and through this medium we are indicating to the people the 
value of systematic thrift. I wish you could see some of the letters 
we get. You can almost see the tears rolling down the pages because 
of the things accomplished through this system of systematic savings. 

Senator Dirksen. In my judgment it has a great philosophical im- 
plication, and that is that thrift is the only answer I know finally as 
in antidote to that feeling that has grown up to let the Government do 
it. Because this is an individual expression it becomes an offset of a 
tendency that has been all too evident over a long period of time. 

Mr. Sureve. It ought to give a reaction of greater interest in our 
Government because they are part owners in our Government. 

Senator Dirksen. Is there anything further you gentlemen need to 
address to the committee ? 

If not, thank you very much. 


Bureau oF THE MINT 


STATEMENTS OF LELAND HOWARD, ACTING DIRECTOR OF THE 
MINT; AND FREDERICK W. TATE, CHIEF ACCOUNTANT 


SALARIES AND EXPENSES 


Senator Dirksen. Mr. Howard, for the fiscal year 1955, you come 
before us with an estimate of $4,500,000, which is $200,000 less than was 
appropriated in 1954, so I suppose at the very outset I ought to ask you 
an embarrassing question. Did you ask for more than $4,500,000 when 
you presented the request to the budget officer of the Treasury, and did 
they request the Budget Bureau for more money or is this your 
request ? 

Mr. Howarp. This is our request. 

Senator Dirxsen. So under the direction of Mr. Humphrey, I sup- 
pose you got your pencil sharp before you completed action on your 
own request and estimates. Both the Budget Bureau and the Congress 
have confided a great deal of confidence in your estimate by almost 
approving it, providing it safely negotiates this rather turbulent com- 
mittee. 

Your statement will appear in the record. I think you may want to 

chlight the statement a bit. The record will also show at this point 
the pertinent appropriations information. 

rhe material referred to follows :) 








































“For necessary expense 


Estimated deliveries, fiscal 


Estimated inventory 


Fiscal years: 


1953 actual deliveries 
1952 actual deliveries 


1950 actual deliveries 
1949 actual deliveries 
1948 actual deliveries 
1947 actual deliveries 


1945 actual deliveries 
1944 actual deliveries 
1948 actual deliveries 


are at New York and Seattle. 


Total pieces available for delivery_- 


Comparison of actual deli 


1954 and 1955 estimated deliveries per year (average) 


1951 actual deliveries_. 


1946 actual deliveries___- 
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APPROPRIATION ESTIMATE FoR THE BUREAU OF THE MINT 


ss of the Bureau of the Mint, including arms ay, 


EXPLANATION OF ESTIMATE 


LANGUAGE CHANGES 


Inventory beginning fiscal year 1954 2 
Kstimated production, fiscal years 1954 and 1955 


years 1954 and 1955 


, close of fiscal 1955 


ammunition; purchase and maintenance of uniforms and accessories for guards 
[purchase of one passenger motor vehicle (for replacement only) ; examinatioy 
of estimates of appropriations in the field ;] and not to exceed $1,000 for thy 
expenses of the annual assay commission ; [$4,700,000] $4,500,000.” 


The appropriation for the Bureau of the Mint finances the manufacture o 
coins; the receipt of deposits of gold and silver bullion; the safeguarding of th 
Government's holdings of monetary metals, including coins in processing stages 
until finished and issued; and the refining of gold and silver bullion. Coinagy 
mints are located at Philadelphia, San Francisco, and Denver and assay offices 
A gold-bullion depository is located at Fort Knox 
and a silver-bullion depository, which operates as an adjunct of the New Yor 
Assay (Office, is located at West Point. 

Mint revenues are deposited into the general fund of the Treasury and a; 
annual appropriation is requested for operating expenses. Revenues for th 
fiscal year 1955 are estimated at $49,900,000 and an appropriation of $4,500,000 
is requested for that year. 


A change in the language of this appropriation is made to remove authority 
contained in the 1954 act for purchase of one passenger motor vehicle, and | 
eliminate “examination of estimates of appropriations in the field” pursuant 
to section 1314 of Public Law 207, 88d Congress, 


Production, delivery, and inventory summary, fiscal years 1954 and 1955 


Pieces 
139, 900, 000 
8, 140, 000, 000 


3, 279, 900, 000 
3, 190, 000, 000 


89, 900, 000 


veries of coins during the period 1943 to 1953 wit) 


estimated deliveries during the fiscal years 1954 and 1955 


Number of 
pieces deliverc: 
1, 595, 000, 000 
1, 722, 232, 000 
1, 359, 819, 000 
1, 522, 678, 000 

494, 968, 000 
995, 769, 000 
1, 094, 941, 000 
1, 390, 354, 000 


- 2. 106, 859, 000 


2, 589, 259, 000 
2, 309, 082, 000 
1, 773, 663, 000 
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1 cent 
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Equipment 


Total cost 
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Cornage activity at the United States mints, jiseal year 19538 
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SSINE Stace 
n. Coinag lotal 242, 593, 334 1, 619, 562, 894 1, 722, 232, 541 139, 923, 687 
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$4,500. wy . pieces 
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1955 Estimated domestic coinage, fiscal year 195 
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( € produced pieces 
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100. O00 
32, 000 Estimated domestic coinage, fiscal year 1955 
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Analysis iati ? 
ysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act 
Supplemental appropriation for 1954 ieee 


$4, 700, oH 


Total appropriation, 1954 . 
Reductions: =e a. 
1. rs of coins (domestic) $300, 100 
2. Processing deposits and issues of aeaines ao 
ae e s of monetary metals ‘ 
3. Protection of monetary metals and coins- ee 7 200 
4. Refining gold and silver bullion__.- Be , 4' 200 
ol —- . 319, 5 
Additions: 1. Manufacture of coins (domestic) ine 500 
Adjustment in base (net) 5 te 
int ate 200, 0M 


Appropiration base for 1955 4 
, DOO, On 


Increase over appropriation base for 1955 


Appropriation estimaic for 1955 4,5 
ne eecetilgh te nntiinimenninaitneiatin - » 200, OM 
Increase Crean se 
ncrease (+) or decrease (—) from total appropriation, 1954 — 20K), (0K 


‘omparison of ¢ Tr rv 0 (L8e wl f 955 
‘ ) upp op tation b 1 aL ith Cc L : 7 im 7 ‘ 
( ippropr tation esti ale 0 1 00 


Appropriation base 
for 1955 


Appropriation esti 
mate for 1955 


Increase (+-) or 
decrease (—) 





Activity Ean 7 — 
Average A vers ie 
re | AY verage Average 
peek positions | nount | Hositions Amount coulis Amount 
1. Manufacture of coins (domesti 75 | | : 
. 0 ‘ Cc) } . RT 7F ¢ a 
2. Processing deposits and issues of ra Aa — 
monetary metals and coins 76 | 7 76 | 
3. Fastest mn of monetary metals Pay a an eee — 
and coins 75 _ 
4 Refining _" lé " 150 | 750, 000 150 | 750, 006 
* gold and silver bullion 57 | 283, 000 57 | 263° O00 
5. Executive direction 12 124° 800 | 12 oe 
2 24, 2 24, 800 
Total 5 ; 7 - 
: 870 Ki | 70 | 
Adjustment in base (net ; | +433 Sane aan TS : 
m 200, | —33 | —$200, 
Total, appropriation 1954, anc a — ‘ 
appropriation estimate for | | 
1955 7 
; eae 903 | 4,700,000 870 | 4, 500, 000 —33 | —200, 00 
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Standard classification schedule (direct obligations only) 


Increase (+-) or de- 
crease (—) 1955 











Approprie-| Appropria-| Appropria estimate over 
tion esti tion base tion esti - 
mate 1954 for 1955 mate 1955 
19 hese 1954 esti- 
mate 
Total number permanent positions 937 904 904 33 
average number of all employees 903 870 870 33 
,verage salaries and grades 
Qeneral schedule grades 
A verage salary $5, 479 $5, 479 $5, 568 +-$89 +-$89 
Average grade GS-8. 0 GS-8. 0 GS-8. 0 
ifts, protective and custodial grades 
Average salary +-$7 +$7 
Average grade Cc CI 
ngraded positions: Average salary $ $8 
OBJECT CLASSIFICATION 
sonal services 
Permanent positions $3, 848, 187 | $3, 698, 830 , 830 $154, 357 
Regular pay in excess of 52-week bas« 15, 913 15, 270 15, 270 643 
Payment above basic rates 75, 000 72, 000 72, 000 3, 000 
Potal personal services 3, 939, 100 3, 781, L00 3, 781, 100 158, 000 
Travel 25, 000 25, 000 25, 000 
rransportation of things 13, 000 | 000 13, 000 
Communication services 22, 000 , 000 23, 000 +1, 000 
Rents and utility services 230, 000 210, 000 210, 000 20, 000 
Printing and reproduction 10, 000 16, 000 10, 000 
ther contractual services 29, 400 29, 400 29, 400 
Supplies and materials 313, 000 292, 000 292, 000 —21, 000 
Equipment 100, 000 100, 000 100, 000 
Refunds, awards, and indemnities 10, COO 10, 000 10, 000 r 
Paxes and assessments... .. 8, 500 6, 500 6, 500 —2, 000 
rotal appropriation or estimate 4, 700, 000 4, 500, 000 4, 500, 000 200, 000 


INTRODUCTORY STATEMENT OF LELAND HoOwaArp AcTING DIRECTOR OF THE MINT 


Mr. Chairman and members of the committee, the activities of the Bureau 
of the Mint include the manufacture of coins; the receipt of deposits of gold 
and silver bullion; the safeguarding of the Government's holdings of monetary 
metals and coins; and the refining of gold and silver bullion. The mint 
organization consists of 8 coinage mints, 2 assay offices, 2 bullion depositories, 
and the Washington office. 

The total appropriation requested for these activities for the fiscal year 1955 
amounts to $4,500,000 which is a decrease of $200,000 under the $4,700,000 ap- 
propriated for 1954. 

COINAGE PROGRAM 


Coinage production is the major activity of the mint. The demand for coins, 
which is subject to extreme variations, usually follows general business trends 
and large quantities of coins are required for the numerous types of cash trans- 
actions throughout the Nation when favorable business conditions prevail. 
With the national income at a high level during the past few years, coins have 
been delivered to the Federal Reserve banks, from the mints, at an average rate 
of approximately 1.5 billion pieces per year. Coins are shipped from the mints to 
the Federal Reserve banks only upon receipt of orders from the banks, and the 
volume of the coinage program is determined by the public requirements for 
coins. 

Actual coinage production during the fiscal year 1953 amounted to 1.6 billion 
pieces. These coins were all requisitioned by the banks. In addition, reserve 
stocks of coins in the mints were seriously depleted. The opening inventory of 
coins, which amounted to 248 million pieces, was reduced to 140 million at the 
end of the year. Actual deliveries during the fiscal year 1953 amounted to 1,7 
billion coins. 

The heavy demand for coins is continuing during the current fiscal year and 
coinage production in the &rst half of fiscal 1954 is slightly greater than last 
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year’s output during the same period. Although the mints are delivering oo: 
to the Federal Reserve banks as fast as they can turn them out, some ord 
remain unfilled, The coinage program outlined in our budget for the current 
fiscal year calls for manufacture of 1.6 billion pieces which is the same quantit 
that was made during the prior year. The coinage program presented in t) 


appropriation request for the fiscal year 1955 calls for production of 1.5 billic 
Cols 





OTHER ACTIVITIES 


The other mint activities are processing deposits and issues of monetury metals 
and coins, protection, and refining. You will note from the activity schedu) 
in our estimate that substantial cost reductions were made for these functions 
between 1953 and 1954 and further, though smaller, decreases are shown in 1955 
Recent management studies indicate that these operations can be conducted o 
an efficient basis at a lower cost This action is representative of the strenu 
effort being made throughout the mint service to make savings in all operation 
and to divert all possible personnel and facilities to the production of coins 


MANAGEMENT IMPROVEMENT PROGRAM 


For some time the mint has been conducting a vigorous manngement improve 
ment program, and additional progress has been made in this endeavor during 
recent months. The results of this program can best be stated in terms of actua 
production costs. During the fiscal year 1946, the mints produced 1.6. billion 
coins with a total manufacturing cost of $38,465,000. Since that time, the cost 
of labor and materials has increased by at least 75 percent, however, the coinage 
program for the current fiscal year as presented in the budget before you, calls 
for production of approximately the same number of coins with total manu 
facturing cost of $2,548,000, a reduction of $917,000, 

This cost reduction has been made possible through installation of modern 
production equipment, chiefly in the Denver Mint, and through adoption of more 
efficient coinage production methods A substantial additional reduction in cost 
could be made by further installations of modern equipment as we have previ 
ously explained to this committee. In the absence of funds for new equipment 
we are actively making management surveys for the purpose of reducing cost 

Representative actions resulting from recent surveys are as follows: 

Comage activity.—The transfer weighing function has been completely eli 
inated and process weighing has been substantially curtailed. These operations 
relate to the weighing of coinage ingots, clippings, coinage blanks, and finished 
coins as they are physically transferred between operating divisions in the mint 
during the manufacturing processes, Accounting duties related to these weigh 
ing opeartions have also been eliminated Estimated savings resulting from 
these actions amount to $74,000 on an annual basis. 

Deposits activity \ consolidation of the Cashier's Division and the Deposit 
Receiving Section has been effected in each mint, with a streamlining of opera 
tions and reduction in personnel, with estimated annual savings of $20,000 

Protection.-A review of the protection activity resulted in the elimination 
of a number of guard posts, with a consequent reduction in the number 01 
guards required from 148 on June 30, 1958, to 1837 on November 30, 1953. Annual 
salaries for these 11 guards amount to approximately $38,000. 

General. Other measures include transfer of gold sales from the Denver Mint 
to the New York office, transfer of mail-order deposit transactions from the 
Philadelphia Mint to the New York office, elimination of a second melting of 
sold deposits, and vacating a warehouse used by the Philadelphia Mint. Esti 
mated savings from these projects amount to $10,000, 

Other recent management actions of lesser importance are discussed fully in 
the detailed justification under the captions “Improved Handling of Coin 
Blanks and Scrap Material From Blanking Presses”; “Mechanized Coin Blank 
Reviewing Operations”; “Increased Output From Coining Presses’; and “In- 
creased Accuracy of Coin Counting Operations.” Savings from these projects as 
outlined in our justification, together with other minor items, amount to $51,500 
on a yearly basis. 
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Summary of savings 


ocvapee- nme Ee 
~aseusendees, Le 


Coinage activity oe - - es Dod X 
Deposits activity . : aches 


Protection... _~ ce BAM AB 
General items !- ; i Senate be _.. 10,000 
Other actions 7 ae aon . §1,500 

Total lan . 198, 500 


Includes $5,700 warehouse rent paid by General Services Administration. 


As a result of the above actions, the duties of a number of employees have been 
eliminated, and total personnel in the mint has been reduced by 50 employees 
since June 30, 1958. Savings from the above projects have been taken into account 
in presenting our budget, and a number of employees have been reassigned to 
the coinage activity. In other words, these savings have been plowed back into 
operations for increased coinage production. For the deposits and protection 

tivities, substantial cost reductions are shown in the activity schedule included 
n our estimate. 

I am sure that you will be interested in another phase of our management 
program which relates to the shipment of finished coins by motortrucks. For 
nany years, all coins have been delivered to the Federal Reserve banks via the 
Post Office Department or Railway Express Agency. These shipments required 
oading the coins on to trucks at the mint and reloading at the train for ship- 
ment ; at the destination they were unloaded from the train to a truck, and again 
unloaded from the truck at the Federal Reserve bank By using motortrucks 
which are loaded at the mint and unloaded at the bank, two handlings are 
eliminated. Actual savings from July through November 1953, computed by 
omparing the shipping cost by the former method as compared with the present 
method, amounted to $117,765. On the basis of these figures, it is estimated 
that savings will exceed $200,000 during the current fiscal year. These savings 
will not affect the appropriation requested for operation of the mint, as shipping 
osts are paid from seigniorage on coinage. Treasury revenues will be in- 
reased, however, as a result of the reduction in expenditures for shipment of 


ol1ns 


TRANSFER FROM THE TREASURER OF FUNCTIONS PERTAINING TO DISTRIBUTION OF COINS 


In the past, the Office of the Treasurer of the United States has directed de- 
iveries of coins from the mints to the Federal Reserve banks, and shipments of 
coins between banks. Expenses of shipments from the mints have been charged 
to the seigniorage accounts, and the cost of shipments between banks has been 
charged to the appropriation “Contingent expenses, public moneys.” The respon 
sibility of the mint was limited to production of coins, and the mint did not have 
firsthand information in regard to bank inventories and coinage requirements. 
rhis divided responsibility presented certain difficulties in coordination of pro- 
duction schedules and distribution of available supplies. In order to obtain 
more effective control over this problem, Treasury Department Order No. 179, 
dated November 19, 1953, transferred the functions previously performed by the 
Office of the Treasurer to the Bureau of the Mint, effective December 1, 1953. 
Under this change, complete control over the distribution of all coins, from the 
mints to the Federal Reserve banks, and shipments between banks, will be 
centralized in the Bureau of the Mint, and all transportation costs in connection 
therewith will be charged to the seigniorage accounts. Additional administrative 
expenses incident to the processing of requisitions for coins, communication serv- 
ices, and other costs will be absorbed by the mint. 


PENALTY MATI 
This estimate contains no provision for funds to defray the cost of penalty 
ail which must be reimbursed to the Post Office. This will amount to ap- 
proximately $8,000 in the fiscal year 1955. 
POTENTIAL WAGE ADJUSTMENTS 
jority of the personnel employed in the mint are “blue-collar” or per 


diem workers whose wages are adjusted periodically by Wage Board procedure to 
bring them in line with wages paid for similar trades in the areas where mint 
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institutions are located Wage surveys now being made, although incomplet, 


indicate that wage increases to mint per diem workers will amount to approxi 
mately $150,000 in fiscal 1955. No provision is made in the appropriation re 
quest before you to cover this item. 

The appropriation for the Bureau, of the Mint for the fiscal year 1955, ip 
cluded in the Treasury Department Appropriation Act for 1955 as passed by 
the House of Representatives, amounted to $4,450,000. This amount, which 
a reduction of $50,000 from the amount included in the appropriation request, wi 
permit the mint to produce approximately 1,450 million coins in fiseal 1955 
Average deliveries to the Federal Reserve banks during the past 8 years hay 
amounted to 1,535 million pieces per year. 


FUNCTIONS OF BUREAU 


Mr. Howarp. The mint has 4 major functions, 1 the receiving 
of deposits of gold and silver from the public. 
that function, we also issue the coins to the public. 

Senator Dirksen. With respect to your organization, one of thy 
mints is actually in Philadelphia? 

Mr. Howarp. There are three mints. 

Senator Dirksen. I was going to get to that. 

Mr. Howarp. I will cover that in the statement. 

Senator Dirksen. There are some people who object. to having 
their mints called branch mints. I never did get clear as to whether we 
had 3 mints, or 1 mint and % branches. 

Mr. Howarp. We have three mints. 

The first function I mentioned was the receiving of gold and silver 
deposits, and from that grows our second function which is the refining 
of those deposits that are not in proper form for storage. After we 
get it in proper form for storage, we go to our third function which 
is the function of protection. Then our fourth function is the making 
of coins for the count ry to circulate the goods of the country. 

We also make foreign coins, and we make those for foreign gover 
ments at cost. 


In connection wit! 


FIELD INSTITUTIONS 


The mint service is composed of seven field institutions. We have 
three coinage mints, located at Philadelphia, Denver, and San Fran 
cisco. We have 2 assay offices; 1 is located at New York and the 
other at Seattle. We have 2 bullion depositories; 1 at Fort Knox fo 
the gold, and the silver depository at West Point. 

Our deposit, refining, and protection functions are more or less stable 
functions. Under the law we have to receive certain deposits that are 
offered to us. We have certain gold that has to be refined. That 
function does not have to be performed exactly in the year in which 
we receive gold. We do postpone it at times when the coinage demand 
is heavy. Our protection function, of course, is more or less a stable 
function. We need the same number of guards, roughly, to protect 
the same amount of gold or even if it decreases or increases. 

Our coinage function is the variable of our appropriation, and | 
might say it consumes about 55 percent of the total money that we 
spend. 


COINAGE DEMAND 
Senator Dirksen. That is where your reduction comes, too? 


Mr. Howarp. That is right. It goes up and down in coinage. The 
comage demand is based upon what the public needs for business 
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ansactions. ‘The demand has been running rather heavy in the 
past few years. It has been running about 1,600 million pieces; 
wher as, the aver age over the past several years has been about 

‘illion and a half. All we are doing is cutting down to just about 
the average production of a billion and a half coins a year. I think 
‘hat is a brief statement on what we do and where we do it. I might 

.y that we have been able to save money through management im- 
nrovements. Since 1946 we have hada drop of about 2 5 percent in our 
‘oinage cost; whereas, wages and materials have gone up about 75 
perce nt. 

For example, this fiscal year that we are in, we plan to make about 
_ billion six hundred million coins. We will make that for about $214 

lion; whereas, in 1946 we produced the same number of coins and it 
ost us $314 million. In other words, on the same number of coins 
from 1946 to 1954, we have been able to reduce our cost about $1 

Ilion. 

Senator Dirksen. In recent years I suppose the coin-operated ma- 
hines have accounted for a very substantial increase in the number 
of coins that are required for public use. 

Mr. Howanrp. Yes, sir. There are many things that changed the 
coin picture in the past 20 years. For example, sales taxes, excise 
taxes, and cash-and-carry stores. ‘They have come more and more into 
development. The vending machines are on the increase every day. 
rhe latest innovation that has taken fire is the parking meter. 


WARTIME PENNIES 


Senator Dirksen. I was happy to note over that period of time, 
that although they still show up now and then, these rather discolored 
wartime pennies that we produced have been pretty well removec 
from circulation. 

Mr. Howarp, No, sir. We put out about 1,100 million of those. 
here is Just a little over 100 million that came back. We have made 
no effort to get those back because we have been pressed and working 
overtime to meet the demand. We will save those until some day 
when the demand falls. 

Senator Dirksen. So 90 percent of those pennies are still floating 
around ? 

Mr. Howarp. Yes, sir. I have an idea some of the people have 
parked a few of them. ‘They don’t like them. 

Senator Dirksen. That is what the demand for copper in the war- 
time will do, 

Mr. Howarp. We have had a terrific increase in population. 


COIN INVENTORY 


Senator Dirksen. How much of a coin inventory do you maintain 
on which to draw ? , 

Mr. Howarp, We would like to maintain an inventory of 400 or 500 
million, but we have not been able to do that in the past few years. 
The last time we had an inventory like ths at was in 1949. 

Senator Dirksen. ce r of pieces? 

Mr. How ARD. Yes, $1 
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PROCESSING DEPOSITS 


Senator Dirksen. Your second item, then, is processing deposits 
and issuance of monetary metals and coins. In a way, I think yoy 
have just about covered that item but perhaps you may want to go op, 

Mr. Howarp. This item covers the receipt of gold and silver, the 
sale of gold to industry, the moving of gold and silver between instit,. 
tions into storage places, the shipping of coins, recoinage of coins that 
become unfit for further circulation, and the enforcement of the Gold 
Reserve Act. We are asking for $8,000 less in 1955 under this function 
than we did in 1954. 

Senator Dirksen. That does not include the assay of your bullion 
stocks; does it ¢ 

BULLION STOCKS 


Mr. Howarp. That particular function would include any chee 
or anything like that of bullion stocks. 

Senator Dirksen. How is that work carried on? 

Mr. Howarp. Each year at the end of the fiscal year, using the 
month of June, from the Director's office we select committees com 
posed of five people to go to these various institutions to make a 
inventory of the precious metals. The persons chosen for these con 
mittees are experts. They go there and take over all the assets that 
have been exposed during the year. They inventory them. Those 
that are not needed for the future year’s work are placed in a com- 
partment. ‘The door is locked. They put a seal on it. 

In addition to this committee, there is a committee representing the 
superintendent of the institution, and the metals or coin cannot be re 
moved unless the seal is authorized to be broken from the Director's 
office here in Washington. 


XK 


FORT KNOX DEPOSIT 


Senator Dirksen. Do you have any function with respect to th 
gold that is on deposit at Fort Knox? 

Mr. Howarp. That is under our jurisdiction, and you are giving us 
money to guard that gold. 

Senator Dirksen. The suggestion was made on a number of oc- 
casions that perhaps we ought to look at it and recount it to see 
whether it is still all there. 

Mr. Howarp. It was recounted on a check basis when the present 
administration took over from the last administration. There was 
more or less a_ joint agreement by the former Secretary of the Treas- 
ury and Mr. Humphrey that a check would be made. We counted 
about 10 percent of the compartments at random. We weighed about 
10 percent of what we counted. We assayed about 10 percent of that. 
It came out all right, not only at Fort Knox but at the other mint in- 
stitutions—a lot of people think all of our gold is there. We have 
only half of it there. About $1214 billion is at Fort Knox out of the 
total stock of a little over $21 billion. Denver has about $6 billion. 

Senator Dirksen. So the count thus far has been on a sampling 
basis ? 

Mr. Howarp. Yes, sir. Of course, it is counted when it is put in 
Fort Knox and all these institutions. It is there. There is no doubt 
about it. 
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COMPLETE GOLD INVENTORY 


Senator Dirxsen. If per chance there should be some insistence 
that the whole pile there be inventoried, how much of a job would it 
be, how long would it take, and what would be the cost ? 

Mr. Howarp. You are talking about Fort Knox only? 

Senator Dirksen. Yes, because that would be indicative of what it 
might be for another horde of $12 billion or $10 billion that we have 
stowed away in other places. 

Mr. Howarp. In counting gold, it can be counted in different ways. 
We have a bar list and we have the bar numbers. If we merely count 
the bars. That would not take more than, I would say, 5 or 6 months, 
maybe 7. It would cost in the neighborhood of probably five or six 
hundred thousand dollars. If they were to go forward beyond that 
nd want to weigh each bar, then you would probs ably get into a 2-year 
ob. Your cost would go up proportionately. Then, , of course, once 
you count them and weigh them, you do not know the values unless 
you assay each bar, If you do that to find out the content of each bar, 
that would probably take you 10 or 15 years. You would ruin every 
bar you assayed because you would have to take a sample out of it. 
When you took a sample out, you would have to reweigh it and give 

t another weight because you would have a loss of weight. 

Senator Dirksen. So a complete assay of all the gold stored, 
complete count, and a complete inventory would take 15 years? 

Mr. Howarp. Ten or fifteen years. I do not know how we would 
approach it. We would have to hire a terrific number of assayers. 

Senator Dirksen. Probably there are no adequate numbers of tech- 
nicians to do that. 

Mr. Howarp. No, sir, I don’t think so. We would have to call on 
every school that is training assayers. 


PROTECTION OF MONETARY METALS AND COINS 


Senator Dirksen. Suppose we go to protection of monetary metals 
and coins. You might tell us whatever scientific devices are being 
used in addition to guards for this purpose. I see your estimate is 
$750,000 for fiscal 1955. 

Mr. Howarp. I might add that two of the institutions I mentioned— 
namely, Fort Knox and West Point—their entire cost is in this item; 
whereas, in the mints only that portion that we feel is due to pro- 
tection, such as the guard force, is in the item. 

We look at protection in this manner: We try to protect our most 
valuable metals more than less valuable metals. For example, we 
make cents and nickles outof minor metals. It costs very little. The 
value of those metals is not too much. We then move into silver coins. 
There we have an increase in the value. Silver is much more valuable 
than the other metals. From there you move into gold, and of course 
gold is very valuable compared even to silver. 

Where our metals can be placed into permanent storage and sealed, 
as I described a moment ago, we try to do that. Where the metals 
are exposed, where they are being worked upon, we try to afford as 
much protection as we can, de spending upon the values. For example, 
in the manufacture of coins we give as much protection as we can 
without costing too much and without interferring in the operations. 
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We are making around a billion and a half or 1 billion 600 million « 
weighing anywhere from 6,000 to 8,000 tons. That would be the yp 
weight of the finished coins. 

It is obvious we cannot treat each individual coin as a separate py 
tection item. We would never get any work done. So we do it , 
what we think is the best basis, perhaps a calculated risk. We folloy 
that procedure there. 

When we get into the handling of gold where we are operating , 
gold, such as in the refinery, that is where we step up our protectio, 
because the gold is exposed in it refinery and it is possible for SoOMeony 
to devise some system of getting it out. 'That is where we try to stres 
our protection. 

Senator Dirksen. You are familiar with the somewhat embarrass 
ing experience of not so long ago when the $160,000 of nice, crinkly. 
crisp bank notes disappeared from the Bureau of Engraving here. ’ 

Mr. Howarp. Yes, sir. 

PILFERING 


Senator Dirksen. Have you had some disappearances in you 

facility ? 

Mr. Howarp. Throughout history, at times we have had. 

Senator Dirksen. In recent years? 

Mr. Howarp. Not in recent years in any large amount. It wou! 
only a small amount. 

Senator Dirksen. Just petty pilfering? 

Mr. Howarp. That is right. You will have that the same as an 
bank or any person handling cash. We try our best to stop it, and 
as a rule we do catch the person. 

I might point out that we do not have the same protection problem 
that a person has with paper money, in that to steal a million dollar 
in gold you would have to have a truck that would handle 1 ton b 
cause a million dollars worth of pure gold weighs ninety-seven hw 
dredths of a ton, Where we worry about a person taking money is in 
our refineries where the gold is in all forms. It is in solution: it is 
in a form like sand or gravel. That is a protection problem which we 
do our best on. Certainly, we do not want any embarrassing situa 
tions to arise any more than anyone else. We do what we can on it. 


be 


SILVER PURCHASES 


Senator Dirksen. With respect to your refining, you have an esti 
mate of $283,000. That would include all the bullion that comes in 
under the Purchase Act of 1934, the Silver Purchase Act. 

Mr. Howarp. We are not buying any silver under that act. We 
have not bought any since 1942. 

Senator Dirksen. Under what authority do you buv? 

Hr. Howarp. The Newly Mined Domestic Silver Act, July 31. 
146—we are buying that silver and we do get all of it because the 
price is slightly higher than the market price. So that all comes to us 

Senator Dirksen. Under that you operate on the same formula as 
before, of a ratio of 3 to 1? 

Mr. Howarp. We are still operating under that formula prescribed 
by the Silver Purchase Act. 
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Senator Dirksen. The 3 to 1 formula? 

Mr. Howarp. Yes, sir. 

Senator Dirksen. I notice here that in 1950 there was a stock of 

refined silver bullion of 14,800,000-plus ounces, and it has jumped 
0 2O,052.218 in 1958. 

Mr. Howarp, Let me explain this whole refining picture to you. 
In the first place, our prices for gold or silver are based upon a pure 
rticle. If anyone brings us something that fails to meet that re- 
quirement or is in that form, we es a charge for getting it into 

ire form. Therefore, the charge is based upon just how far we 
ive to improve it to get it into the pure form. We collect those 

irges from the de ‘positor. 

In other words, we naturaliy would not pay a man who brought us 
old ina form that had to be refined as much as we would a man who 

ought us a bar of gold that was pure. When we collect those 
harges, we turn those into the general funds of the Treasury. Then 

e ask the Appropriations Committees to give us back money to op- 
erate our refineries. The minute we buy wold and silver and after 
its value is determined, it enters in the monetary assets of the Gov- 
ernment, even though it is in unrefined form. 

We have pursued the practice for the past several years of not 
nerating our refineries to refine that metal while our coinage demand 

is real heavy. We have these periods of ups and downs in coinage 
emand. Therefore, we have not been operating our refineries. In 
wt, we are operating only 1 this year and this budget conte mplates 
operating only 1 next year. If we ever hit a period in which our coin 
lemand falls off, we want to refine that metal because of this: At the 
me we interpose a charge and turn it into the general fund, that is 
based upon cost. If we wait a few years and have wage increases or 
cost of materials of re fining go up, then we are actu: ally spending more 
noney to refine that material than we collected in the first place from 
he depositor. 

ESO material that is refined is easier to sort because it is in 

iform bars. 

"Thirdly, it is always a good theory to refine material during the life 
me of the persons under which it was taken into the Government 
because if there are any mistakes made or anything could go wrong, 
vou would want to have the man there who made it. 
| We hope to get a break in the coin demand some time. I hope it 
s not because of a recession of any kind, but I do think we should 


( atch up with our coins. When we do, we want to operate our re- 


eries and reduce that accumulation of unrefined metal. 
EXECUTIVE DIRECTION 


Senator Dmxsen. You have one other item, “Executive direction,” 
which is $124,800. I notice you are asking for a language change. 
Chat relates only to the purchase of motor vehicles. 

Mr. Howarp. That is right, and the general change due the act 
which authorizes travel. 

Senator Dirxsen. I was going to ask one question about your facili- 
ties at Philadelphia. Have those been augmented in recent years? 
Has there been some expansion program up there! 
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Mr. Howarp. No, sir. Our faciliteis in Philadelphia are very much 
outdated compared with our facilities at Denver. 

Senator Dimxsen. In other words, Denver is more capacious and 
probably more modern than your plant at Philadelphia? 

Mr. Howarp. Definitely so. Denver can produce coins for about 
one-half the price that Philadelphia can produce them. 

Senator Dirksen. | presume there has been some renovation and 
improvement of facilities. 

Mr. Howarp. There has been very little in Philadelphia. The im 
provement took place in Denver. 

Senator Dirksen, Off the record, please. 

( Discussion off the record.) 


REQUEST FOR NEW MINT 


Mr. Howarp. I would not mind stating what I am going to Say Ol 
the record. 

Senator Dirksen, All right. 

Mr. Howarp. In 1940 we made a request for a new mint in the cen- 
tral part of the United States. It did not happen to be in your State. 
It would have been at Anderson, Ind. The bill was introduced, and 
the bill never passed. After we found out that there was no possi 
bility of getting a new mint in the central part of the United States 
we then started trying to improve the mints in the locations where 
they were. It just so happens, without going into too much detail, 
that the place we were able to install modern equipment was Denver. 
As a result of that installation we have reduced the cost of producing 
coin more than 50 percent there. As late as 1946 or 1947, maybe even 
as late as 1948, 60 percent of the coin produced in the United States 
was produced in Philadelphia. For the past 2 or 3 years 60 percent 
of the coin used in the United States has been produced in Denver. 
Denver is supplying the major need for the coins of the country right 
now. 

SHIPPING RATES 


You mentioned shipping rates. Shipping rates are high. In the 
past year we have adopted a new procedure of shipping coins by truck, 
which has reduced costs considerably. By reducing shipping costs 
we have put the other two mints at a greater disadvantage because 
it is now possible for Denver, with its low production cost, to ship 
cheaper, and they are shipping coins as far east as they can be shipped. 
The same is true from the West. 

Senator Dirksen, Why was Anderson, Ind., picked out as the site 
for that ? 

Mr. Howarp. We took the various cities throughout all that area 
and figured the shipping costs to all the other Reserve cities. Ander 
son was not taking as a basing point, but Indianapolis was. We 
took the cities and figured out what it would cost to ship to Pitts 
burgh, Cleveland, and so forth and so on, and it so happened that 
Indianapolis came out as the cheapest shipping point. We did not 


want to build a mint in a large city, so we moved out to a smaller 


place. Our idea was to build a manufacturing-type plant instead 
of a monumental structure. 
Senator Dirksen. That sounds like a pretty logical reason. 
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PHILADELPHIA BUILDING AUTHORIZED 


Mr. Howarp. I might say that a new building in Philadelphia has 
heen authorized. 

You mentioned a new mint awhile ago, and it has been authorized, 
but it has been postponed from time to time. ‘To be perfectly frank, 
[ do not know the status of it at present. 

Senator Dirksen. At present rates, and this is wholly conjectural, 
how much would it cost to build a good, functional mint today? 
Of course, if would depend on its capacity. 

Mr. Howarp. Let me say this: To build a mint at a minimum, 
without building a structure to house gold, it would probably cost 
ibout $7 million, and that would be a large mint, a very large mint. 

Senator Dirksen. Then, your storage facilities woul require how 
much ? 

Mr. Howarp. If I were building a new mint I would not want gold 
torage in it. I would want it merely a production mint. I beheve 
the minute you start putting gold in the new mint you are going to 
go into a fortress instead of a functional, factory-type buil ling, and, 
therefore, | would not put gold in a mint. I would store silver in 
the mint because we would be manufacturing silver coins. 

Senator Dirksen. Is that the whole story, Mr. Howard ¢ 

Mr. Howarn. Yes, sir. 

TOTAL POSITIONS 


Senator Dirksen. So you will have what, in point of positions, 
870% 

Mr. Howarpn. Yes, sir; I believe that is right. 

Senator Dirksen. And you will absorb $200,000, which is a com- 
bination of pluses and minuses in reduction, which adds up to that 
hgure ¢ 

Mr. Howarp. Yes, sir. The House, I believe, reduced that $50,000, 
So 16 18 BVDO.000, 

Senator Dmxsen. That is right, but since your boss indicated that 
he would not ask for the money back you could not very well ask for 
that money back. 

Mr. Howarp. I certainly would not. 

Senator Dirksen. Very well. Thank you very much. 

Mr. Howarp. Thank you, Mr. Chairman. 


Bureau or ENGRAVING AND PRINTING 


STATEMENT OF A. W. HALL, DIRECTOR, BUREAU OF ENGRAVING 
AND PRINTING, ACCOMPANIED BY H. J. HOLTZCLAW, ASSOCIATE 
DIRECTOR; C. E. DEERY, CHIEF, OFFICE OF BUDGET AND AC- 
COUNTS; A. J. WILSON, ACCOUNTANT IN CHARGE; AND F. X. 
McCARTHY, CHIEF, OFFICE OF INDUSTRIAL RELATIONS, BUREAU 
OF ENGRAVING AND PRINTING 


PREPARED STATEMENT 


Senator Dirksen. We will hear from the Bureau of Engraving and 
Printing, Mr. Hall. 

Mr. Jounson. Mr. Hall, the Director, and Mr. Holtzclaw, Associate 
Director. 
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Senator Dirksen. I expect this is just sort of a general statement yi 
will be making, Mr. Hall. Is that correct ? 

Mr. Hau. Yes. You have a copy of it, I presume. 

Senator Dirksen. Yes, it is here. There is no appropriation in 
volved since you do operate on a working-fund basis. So your very 
good statement will be inserted in the record at this point, and you maj 
want to highlight that a little, Mr. Hall. I will also insert into th 
record various statements and tables that illustrate the operations j) 
the Bureau, 

(‘The material referred to follows :) 


BUREAU OF ENGRAVING AND PRINTING 
GENERAL STATEMENT 


The Bureau of Engraving and Printing, established by act of Congress 
July 11, 1862, is one of the Government's largest industrial establishments, Thy 
Bureau designs, manufactures, and supplies all major evidences of a finan 
character issued by the United States It is the sole source of United States ov 
rency and Federal Reserve notes, certificates of indebtedness and United States 
bonds, as well as most of the minor evidences of a financial character issued by 
the United States, such as, postage, internal revenue, custom, and savings stamps 
In addition, the Bureau is the source of Federal transportation requests, check 
commissions, certificates, permits, warrants, etc. The Bureau also executes ce) 
tain printings for the governments of insular possessions (particularly bonds 
postage and internal-revenue stamps) It conducts an extensive research an 
development program; manufactures for its own use ink and glue, purchass 
materials, supplies and equipment; rebuilds or constructs plant machinery a) 
maintains its buildings; and stores and ships its products. 

The operations of the Bureau are financed by means of a working capital fund 
of $3,250,000 established in accordance with the provisions of Public Law 65 
approved August 4, 1950. This fund is reimbursed from appropriations mad 
available to other Government agencies for goods or services furnished to sue} 
agencies. Reimbursements include all of the direct and indirect costs to th 
Bureau incidental to performing the work or services requisitioned 

The budget estimates for the Bureau are determined primarily by two faetor 
namely: (1) the volume of production of the various items of manufactur 
needed to meet the estimated requirements of the various ngencies, and (2) thi 
unit cost of manufacturing each type of item produced, The volume requir: 
ments included _in the estimates for each of the various items of manufacture 
(currency, bonds, stamps, checks, ete.) are based upon estimated needs submitted 
to the Burean by the agencies served, The unit cost of production of each ites 
manufactured is developed through a detailed system of cost accounting and 
adjusted to reflect all known factors which will affect the cost of production 
during the budget year: sueh as, changes in pay rates, savings resulting fro: 
improvements in production procedures, techniques, ete. 

Following are comparative statements indicating the work volume. unit-cost 
rates and the total cost by activities for each of the fisenl years 1953, 1954, and 
1955, together with an explanation of those factors which were considered |) 


making adjustments in actual 1953 unit cost rates (hereinafter referred to as the 


base costs) to develop rates for the fiscal vear 1955. 


TREASURE 


Statement she 


Class 


printing of currency 
United States 
Federal Reserve not 
Military payment © 


Total 


ting of stamps Int 
Plate printec 
Rotary: Playin 
Flatbed 
Bottle strip 
Other 
Offset printed 
Bottle strip 
Cigarettes 
Cigars 
Fermented ma 
snuff 
robaceo 
Other 


Total 


ted States postage 
Plate printed 
Rotary 
Ordinary 
Airmail, § 
Airmail, 
Rook, ord 
Coll, ordt 
Commem 
Postage d 
Special de 
Flatbed; Mis 
Total 
tamps 
Printing of paper che 
Checks (paper 
Government req! 
Commissions, et 
Plate prin te 
Offset printe 
Certificates of na 


N otal 


tine of bonds, d 
United States sa 
rreasury bonds, 
Miscellaneous b 
Postal savings ¢ 


Total 


urchase of card ch 


Grand total 


Includes 114 mil 
Jelivered in fiscal y 
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ment > p oP 
n Statement showing comparison of all deliveries in 1953, 1954, and 1955 
. OSS 05 timate 955 estir ’ 
Class of work by activity 1953 actual 1944 estimate 1955 estimate 
ition » (units units) units) 
yur yy 7 
, of currency 
0 . . oe 
y may United States 1, 382, 900, 000) 1, 580, 586,000) 1, 275, 000, 00 
INTO th, Federal Reserve notes 1, 104, 480, 000 831, 456, 000 540, 000, 000 
ti Military payment certificates 100, 000, 000 50. 000, 000 
lon 
tal 2, 487, 380, 000; 2, 512,042, 000) 1, 865, 000, 000 
fstamps: Internal revenue 
printed 
Rotary: Playing cards 48, 140, 000 110, 500, 000 110, 500, 000 
Flatbed 
Bottle strip 117, 040, 000 143, 440, 000 143, 440, 000 
Other 71, 634, 648) 121, 528, 400 121, 528, 400 
t printed 
Bottle strip 1, 302, 650, 300) 2, 075, 000, 000! 2, 075, 000, 000 
rres Cigarettes 19, 746, 323, 200, 22, 000, 000, 000) 22, 000, 000, 000 
( is 219, 825, 000 234, 000, 000 234, 000, 000 
ts Fermented malt liquor 42, 807, 436 61, 000, 000 61, 000, 000 
finan uff 207, 621, 370 348, 000, 000 348, 000, 000 
ate baceo 1, 128, O89, 220) 1, 497, 750,000) 1, 497, 750, 000 
ALOS ( Other 28 286. 307 64. 548. 200 64, 548, 200 
d Stat 
‘sued bh Total 23, 008, 307, 481 26, 655, 766, 600 26, 655, 766, 600 
Stam) postage 
che 1 od 
ites ¢ vOunry 
! Ordinary l ) SO. 22 16, 204, 500, 000) 16, 388, 100, 000 
OT Airmail, small (400 subject 717. 695, 200 000, 000 10. 000. 000 
reh Airmail, large (200 subject 81, & un) 84. 000, 000 89. 100. 000 
reha Rook, ordinary and airmail 1, 880, 860, 820) 1,851, 800, 000) 1, 8&7, 800, 000 
( linary and airmail 859, 209. 000) 3, 806, 100, 000 } 100. 000 
ay 
) { memorative 1, 264. RAL. O88) «1, 300, 000,000) 1 00, 000, 000 
fare cue 102, 320. 700 144, OG, GOO 101. 864. 000 
al Special delivery 63. 548. OK 64, 000, 000 és 00, O00 
7 Flatbed: Miscellaneou 1. 900. 42 1. 950. 000 1 600. 000 
iw f 
mine tal %, 225, 146, 640/24, 461, 415, 000) 24, 627, 865, 000 
to 
06, SOL, 0 ® TRS. 000 S55, 684, 000 
to 
er el ‘ x ! ertificeants et 
‘ ( por > 669. RRO 6&8, If (x “4 6, G00 
if 
ent req e for ty t ! t SM ’ tM 9, 306, SAO 
: cl or ficates., ¢ 
?) Plate printed 248 20, 1 ) 
egiiy it printed 8 ( 4 20, ROBO, » 6, 020 
ut ( cates of turalizati 0, 300 158, 000 158, 000 
it 
mit tal 64, 221, 92 "0 > CK 08, 137, 980 
h it f) io? - 
and od Stats \ s bonds 4.8 ux 8. 156. OW 4. 413. 000 
net \ nds, notes, et 147, 64 844, OOK 844, 000 
— ellane bor lot et 8, G50 19, RK 5, 100 
Tr SA\ ertificates si OK 8, 500, OOK 8. 500, 000 
ito Total 116, O11, 08 110, 719, S04 107, 082, 100 
1, ar t io ne 2 On 7 ‘ — 
eo wd checks 258, 540, 000 1, 745, G00 248, O72, O40 
ed 
AS the Grand total 49, 510, 768, 659) 54, 421, 446, 000) 58, 937, 559, 620 


ludes 114 million units representing carryover from 1953 work program which will be produced and 
red in fiscal year 1954 
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Statement showing net change in unit cost rates for each class of work for 195; 
1956 as compared to actual 1953 rates 








Unit cost rates per ‘*M”’ Increase (+-) or decrease 
Class of work by activity | 
or or ORs 1954 over 1955 over 1955 over 
1908 Avon 1955 1953 1953 «| (15 
Printing of currency 
United States $9. 50 $8. 263 $8. 072 $1. 237 $1. 428 $0 
Federal Reserve not 10. 131 ae | 8. 0M 1.90 2 077 
Military payment certifi 
cates 3. 31 3. 137 
Printing of stamps: Internal 
revenue 
Piate printed 
Rotary: Playing cards . 32333 31078 $2735 01255 +-, 00402 
Flatbed 
Bottle strip 1. 45539 1. 50521 1, 58548 +, O1VR2 +. 13000 | 
Other 1. 1L008 1. $2123 1. 39168 +. 21115 +, 28160 
Offset printed 
Bottle strip 26877 27279 28733 +. (M02 +. O1856 
Cigarettes O5648 O5909 OO224 + OO2ZH) + OOSTH 
Cigar 20278 S0575 +, 01297 +-, 02928 | 
Fermented malt 
liquor 1. 10265 1. 14341 1. 20438 +. 04076 +. 10173 
Snuill 17045 17468 18399 +. 004238 +. 01354 | 
Tobacco 32750 44174 35907 + 01424 + (03247 
Other 3. 90977 2. 02768 2. 13581 1. 88200 1. 77396 
United States postage | 
Plate printed | 
Rotary 
Ordinary . 11917 12526 13194 +. 00600 +-.01277 | +. Of 
Airmail, small | | 
(400's 11897 12567 13237 +-. 00670 +-, 01340 | + 
Airmail, large | 
(200s) . 26064 . 27310 . 28767 +-. 01246 +-, 02703 +. O1457 
Book, ordinary | } 
and airmail 45003 . 46699 - 49050 +.01696 | +. 04047 | + 
Coil, ordinary 
and airmail 21446 22461 . 23686 +. 01015 +0, 2240 | t 
Commemorative..; . 26385 27440 . 28903 +. O1055 +. 02518 ' 
Postage due . 13568 14373 15139 +, OOROS + OVS7I +. (OT 
Special delivery 23802 25205 26643 +. 01493 +. 02841 +. O1348 
Flatbed: Miscellane- 
ous 1. 47428 1, 63772 1. 73997 +. 16344 +, 26569 | +. 1022 
Other stamps 42760 52977 . 55271 +-. 10217 +. 12511 t-. 022% 
Printing of paper checks, com- 
missions, certificates, etc 
Checks (paper 7. 7625 7. S411 8. 25921 +. 0786 +. 49671 | +. 418 
Government requests for } 
transportation 13. 30093 11. 70251 12. 32866 1. 59842 —, 97227 | +t. 62 
Conimissions, certificats 
el 
Plate printed 342. 67735 227. 637 240. 93243 115. 04035 |—101. 74492 +13. 2054 
Offset printed 22. 47902 22. 17954 22. 69639 30038 +. 21647 +. 5168 
Certificates of naturaliza 
tion 55. 36998 59. 448 62. 61790 +-4. 07802 +7. 24792 +3. 169% 
Printing of bonds, debentures 
et 
United States avin 
bonds 24. 821 24. 3911 19. 0395 4209 5. 7815 
Treasury bonds, notes, 
ete 95. 80 104. 713 110. 2068 +8, 913 +14.4968 | +5, 5838 
Miscellaneous bonds, dk 
bentures, et« 240. 877 203. 10 232. 1374 —37.777 8.7396 | +29. 0374 
Postal savings certificates 19. 266 19. 5078 20. 548 +.2418 | +1.282 | +1. 0402 


TREASUI 
Statement shou 


Class ¢ 


ting of currency 
“United States 

Federal Reserve not 

Military Payment © 


Total. 


rinting of stamps 
~ Internal revenue 
Plate printed 
Rotary: Ph 
Flatbed 
Bottle : 
Other 
Offset printed 
Bottle striy 
Cigarettes 
Cigars 
Fermented 
snuff 
Tobacco 
Other 


I 


Total . 


United States pos 
Plate printed 
Rotary 

Ordin 

Airm 

Airm 

Book 

Coil, 

Com 

Post 

Spec 


Flatbed 


Total. 
Other stamps 


Printing of paper eh 
Checks (paper) 
Government ret 
Comaussions, ¢ 

Plate print 
Offset print 
Certificates of 1 


Total 


printing of bonds, 
United States : 
Treasury bond 
Miscellaneous 
Postal savings 


Total 
Purctitise of card c 
Operation and im 

by other agenct 
Other direct char} 
Total 


Includes $1,12 
in fiscal year 1954 
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Statement showing costs by activities for fiscal years 1953, 1954, and 1955 





t? 
lecrea 
Class of work by activity 1953 actual | 1954 estimate| 1955 estimate 
er ) | 
oft currency 
ed States $13, 138, 713 | ' $13, 242, 600 | $10, 292, 000 
ral Reserve note 11, 189, 319 6, 843, 558 4, 349, 382 
{ilitary Payment certificates $31, 020 56, 850 
\ | 
tal 24, 328, 032 20, 417, 178 14, 798, 232 
i of starmps 
Int il revenue 
Plate printed 
12 Rotary: Playing cards 15, 565 $4, 341 $6,172 
Flatbed 
0 Bottle strip 170, 339 215, 908 227, 421 
1) a Other 79, 520 160, 567 169, 120 
Offset printed 
f Bottle strip 374, 305 | 66, 034 96, 218 
6 Cigarettes 1,115, 331 1, 300, 023 1, 369, 348 
g Cigars 64, 360 | 71, 546 75, 301 
Fermented malt liquor 47, 301 69, 748 73, 467 
Snuff } i), 713 0, 787 4, 020 
{ lobacco B69, 746 11,84 30, 140 
Other 110, 593 130, 8&3 137, 863 
Total } 2, 397, 773 3, 121, 682 3, 285, 148 
nited States postage 
Plate printed 
‘ Rotary | 
Ordinary } 2 , a3l 2, 041, 093 
Airmail, small (400 subject 5, 385 92, 371 
Airmail, large (200 subject , 330 22, vil 25, 631 
Book, ordinary and airmail , 439 864, 765 925, 974 
Coil, ordinary and airmail 7, 636 877, 336 929. 418 
Commemorative 3, 744 356, 717 375, 739 
Postage due 26, OO4 27, 749 20, 047 
Special delivery , 126 16, 442 17,451 
Flatbed: Miscellaneou 163 12, 325 4, 983 
lotal ‘ 4, 006, 248 4, 351, 738 4, 619, 792 
Other stamps 118, 895 151, O83 57, 902 
Printing of paper checks, commissions, certificates, et¢ 
Checks (paper 408, 849 34, 458 531, 537 
‘ Government requests for transportation 30, 098 114, 367 114, 741 
’ Comauissions, certificates, et« 
Plate printed &5, 168 63, 769 60, G21 
Offset printed 191, 537 163, 548 538, 405 
Certificates of naturalization 28, SOU 27, 227 28, 679 
Potal 744, 461 1, 203, 369 1, 283, 273 
j Printing of bonds, debentures, etc 
ited States savings bonds 2, 603, 111 2, 304, 134 1, 797, 575 
l'reasury bonds, notes, ete 301, 545 402, 517 423, O81 
Miscellaneous bonds, debentures, et« 43, 105 44, 64 63, 861 
Postal savings certificates 150, 419 165, S16 174, 658 
j lotal 3, O98, LO 3. OO7, 108 2, 460, 075 
Lon Purchise of card checks 660, 043 765, 604 769, 028 
1] Operation and maintenance of incinerator and space utilized 
, by other agencies recovered directly 254, 477 267, 946 282, 234 
Other direct charges for miscellaneous service 33, 467 
Total 35, 636, 576 33, 285, 708 27, 658, 784 


Includes $1,128,600 representing cost of carryover from 1953 program which will be produced and delivered 
iscal year 1954 
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A. Statement of sources and application of funds 


1053 actual | 1054 estimate | 1955; 


and printh 








FUNDS APPLIED | Engraving . 
ma ales 
lo operation Income from s 
Engraving and printing 
Acquisition of fixed assets | | Expenses { goods 
. roods 
Plant machinery and equipment | $1, 230, 268 $3, 200, 038 $1, 1 Cost 9 oh Ase 
Motor vehicles ai sun “ase 
Office machine 10, 196 13, 701 “ Decres 
Furniture and fixtures 21, 131 24, 609 | i Dire 
Bullding appurtenance 221, 04 160, 000 | 270. (vy Yirect la 
Fixed assets under construction 154, 49 | ee 
; } yeprech 
Total funds applied to acquisition of fixed assets, | pel 
engraving and printing 1, 639, 302 | 3, 308, 348 | 1, 4a Total 
erease 
Expense | Inc 
| G00 
Purchases 6, 329, 908 4, S58. Oy Fin! 
Direct labor 20, 053, 130 13. 4 ’ 
Manufacturing expenses 7, 217, 189 6, 922, 74 Cc 
Total expenses, engraving and printing 33,600,227 | 30,413, 950 Qh, 248 Loss on dis} 
Book V 
Total funds applied to engraving and printing 35, 239, 520 | 33, 812, 208 | 26, ON Lass 
Operation and maintenance of incinerator and pace . “Pre 
utilized by other agencies: Expense 254, 477 47, 046 | Qn 
Oard checks: Purchases 660, 043 765, 004 60, 08 I 
Other direct charges for miscellaneous service Expense 33, 467 
Increase in selected working capital items 380), Oy 
rotal funds applied to program operations 36, 187, 516 34, 845, 848 | 28, 112.01) , 
To financing | 0 
Payment of earnings to Treasury 176, 118 
Increase in Treasury cash 1, 333, 866 oration and ma 
, 27 RO) a6 on as - ‘ vy other agence 
rotal funds applied 37, 521, 382 35, 021, 966 oR 11 Income from s 
a » COS! 
FUNDS PROVIDED | Operating ce 
By operation | ine ’ 
, ' t Income 
Proceeds from sale of fixed assets 16, 098 34, 218 Pe and 8] 
Engraving and printing: Income from sale 35, 018, 710 32, 252, 158 | 26, 60 
Operation and maintenance of incinerator and space 1 checks 
utilized by other agencies: Income from services 254,477 | 267, 946 282, 2 ’ Maes from 
Card checks: Income from sale | 660, 043 | 765, 604 | 760, O28 Cost of goods 
Other direct charges for miscellaneous services: Income | | 
from services | 33, 467 | | Net income 
Total funds provided by income 35, O82, 705 | 33, 319, 926 27, O58, 7™ ther direct chat 
Decrease in selected working capital items 1, 538, 587 | 224, 559 | ¥ Income from 
on . Cost of servi 
Total funds provided by program operations 37,521,382 | 33, 544,485 | 27, 658, 78 = 
By financing: Decrease in Treasury cash 1,477, 481 | 453, 228 Net incom 
Total funds provided .. 37, 521, 382 35, 021, 066 28, 112,012 Net incom 
ante AN 
EFFECT ON BUDGETARY EXPENDITURES 
Retained earnin 
| | Less payment 0 
Funds applied to program operations $36, 187, 516 | $34,845,848 | $28, 112, 01 
Funds provided by program operations 37, 521, 382 33, 544, 485 | 27, 658, 74 Retained 
Net budgetary expenditures 1, 333, 866 | 1, 301, 363 453, 208 a 
The above are charged (or credited ( ): To net receipts of the 
fund. 1, 333, 866 


1, 301, 363 453, 228 
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B. Statement of income and expense 





Le v. r r . 
1 1953 actual [1954 estimate | 1955 estimate 
ng and printing 
me from sales $35, 018, 710 $26, 607, 522 
8 . penses 


Cost of goods sold 











| Purchases of direct material 6, 329. 6, 320, 000 4, 858, 000 
> Decrease in inventory ISS, 
) a s 
Direct materials used 6, 518, 147 6, 320, 000 
Direct labor 20, 053, 130 16, 567 314 
Manufacturing expenses (excluding depreciation 7, 217, 180 526, 636 
Depreciation 1, 706, 877 1 379 
] 
otal manufacturing costs 35, 405, 343 31, 589, 329 26, 607, 422 
Increase (-—) or decrease 
1 5 Qoods in process 348, 013 
l Finished goods 595, 000 
( 
Cost of goods sold $4, 552, 330 31, 589, 329 26, 607, 522 
Loss on disposal of fixed assets 
2 . Book value of retired fixed asset 152, 357 607, 047 
Less 
Proceeds of sale 16, O98 34, 218 
La on disposal 136, 259 662. 820 
lotal expenses +4, G88, SRO 32, 252, 158 26, 607, 522 
0 Net profit or los from engraving 1 
printing $30, 121 
' n and maintenance of incinerator and space utilize 
ys ot wencles 
Income from services 254, 47 267, 946 282, 234 
Operating costs 254, 477 207, 046 282, 234 
Net income from operation and maintenance of incinera 
26, 6 tor and space utilized by other agencies 
ard checks 
X Income from sales 660, 043 765, 604 769, 028 
Cost of goods sold (purchases 660, 043 765, 604 769, 028 
Net income from card checks 
27, 658 
Other direct charges for miscellaneous services 
Income from services 33, 467 
27, O58, 78 Cost of services $3, 467 
4 
Net income from miscellaneous services 
28, 1 
Net income (or loss for the year | 330, 121 
ANALYSIS OF RETAINED EARNINGS 
tained earnings or deficit ( beginning of year | LM, 003 176, 118 
B28 1) payment of earnings to Treasury | 176, 118 





Retained earnings, end of the year | 176, 118 “ 





or 
~~ 





ANNE 


Current asset 
Cash with I ». Treasury 
Accounts receivabl 
Inventor 

lore 

Goods In process 

Finished good 
Prepaid expornsc 


Total current asset 


Fixed asset 


Plant machinery and equipment 


lotor vehick 


Office machines 
Furniture and fixture 
Dies, rolls, and plate 


sullding appurtenances 


Fixed assets under construction 


ubtotal 
Less portion charged off a 


Total fixed asset 


Total asset 


Ace 1 Habili 

I roll 

Accrued lea 

Other 
Trust and deposit Dilith 
Other llabilith 


Votal Habtliti 
INVESTMENT OF 1 
Principal of fund 
Appropriation fy I 


Donated assets, net 


Total principa 
Retained earntr w def 


Notal investment of t 


Total Habilities and inwe 
ment 


' Adjusted for changes in accounting 


schedule C-2 and C 


Statement 


wid deferred ch 


deprectatio 


frovernment 


tment of I 


1042 actual 


172, 349 
2, 720, 44 
735, 742 
137, O05 


13, 673, 920 


14, 148, 724 
maa 

100, Ra 
Wl, O04 

4 O55, O81 
(i, 824 

4s 


18, O71, O87 
1,107, 044 


16, 873, 003 


0, M7, O22 


S/, 421 
7M 
“ 

| 
00, 88 
av 
mw, OW 


whine) 
2, 000, OAK 


a0), U0 
14, 003 
O06, 027 


it) 17, 022 


of financial condition 


1053 actual 


$5, O70, 123 
2, 345, 046 


2, 284, 110 
4, O74, 468 
1, 380, 742 

200, 349 








14, 322, 823 
14, 258, 116 
Mi, O31 

114, 370 
164, 800 

3, O45, 061 
S, 787 

107, 308 

10, 534, 162 
2, 880, 101 
16, 644, 081 


30, O76, R84 


100, O07 


2, 6, 710 
1, O85, OT 
m1 

U8, O46 
708 


My, A 


0), O00 
2, 000, O80 


26, 240, 980 
170, 118 


2h, 427, OAS 


10, O70, B84 
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$3, 601, 642 
1, 650, 000 


2, 284, 110 
4,074, 453 
1, 330, 742 

200, 000 


12, 140, 047 


16, 212, 316 
Mi, O41 
127, O80 
158, 4 

3, O55, O61 
4:38, 787 
200, 000 


21, 470, 274 
1, 200, 901 


18, 170, O83 


40, 320, O80 


0), O00 
», 210, 000 
1, 00, 000 


10, O00 
700, 000 


», O70, 000 


‘, 250, 000 
22, 000. 930 


25, 250, O40 


25, 250, 030 


30, 320, 080 


S41 
4,074 4 
1, 380, 74 

MM) iy 

11, 58 

17, B88, ¢ 

140, SS 
l 
4,0 ) 
TON 
1M 

» Q] 

1, OS 

Is ‘ 

” KaK 

mT 
2,1 nn 
1 4), (WW 
( " 
VO), OOM 

1, 500, O00 


4) 
On) 
20, 840 


it 


sitions and original capitalization at July 1, 1951, as shown | 


“ 


TREASU 


rect | ybor 
oot materials used 


nufacturing @expe#rnse 
ilaries and indires 
lravel 
halephone and tele 
Electric current pu 
Automotive repalr 
Health service 
Guard service 
Other services per! 
Other contractual 
General supplies 
Office supplies and 
Freight, express at 
Fuel motor vehic 
Minor plant mach 
Minor furniture & 
Repair parts and s 
Buildings 
Building apm 
Plant machin 
Motor vehicle 
Furniture anc 
Amortization 
Experimental 
Alterations ar 
Depreciation 
Building app 
Plant machin 
Motor vehick 
Office machin 
Furniture an 
Miscellaneous 


Total 
Less cost credits 


Notal manufac’ 


I nonproduction ¢ 
Cost of operatio 

space utilized | 
Other direct elvat 
Excess cost of in] 
Cost of manufac 
Equipment cost 


Total nonprod 


Total manufac 


42711-— 





(un 
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Scurpuite Bl 


Manufacturing costs 


1953 actual 


hor $20 


iterials used 6 


turing expense 
es and indirect labor 
THOT wid tel raph 
ele ¢ current purchased 
tomotive repair services 
sith service 








Guard service 

0 ervices performed by governmental agencies 

0 contractual servies nongovernmental 

General supplic l 
Office supplies ar printing 

| ht, expres 1 parcel post 





Fuel—motor vehicles 
Minor plant machinery and equipment 
Minor furniture and fixtures 
Repair parts and supplic 
Buildings 
Building appurtenances 








Plant machinery and equipment 
Motor vel 
l ire fixture 
\ TA 
Exper ( il equ ent 
Alteratio ind maintenance 
ecia 
wp te nce 
wchinery and equipment 1 
vel ke 
or ‘ wl t 
! e and fixtu 
MI } 
ellaned 
I al ) 
{ nul tu ££ expense v 
vl tion cost 
) ' tio smn tenance erator and 
pact t d by otl MONIC 
ther direct charges to agencies for miscellaneous service 
Excess cost of inks manufactured over quantities used 
f wnufacturing ir parts for Bureau use 
! pment cost capitalize 
rotal nonproduction cost 
otal manufacturing costs 35 


2711—34——16 


OSS 


Is 





SAY 


ool 


495, 


130 


147 


53 
308 
O80 
| 
OSD 
400 
) 
O41 
OOS 
a30 
Us 
rl 
48 


4s] 


if 
140 


Ovo 


J48 


APPROPRIATIONS, 


$16 


r 


31 


1044 estimate 


Si7, 314 
320, 000 


943, 960 
4, 000 
2° 000 
155, 000 
6, 700 
§1, 000 


000 

33, 700 
100, 000 
000 

72. G24 
2, 000 

4, 000 

1, 000 


23, 000 
26, 000 
125, 000 
0 

>» 2X) 


Mi, 744 
13, 0Ol 


433, 300 


64, 000 
168, BON 
a MG 
708, 348 
O86, 204 


589, 329 
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1055 estimate 


$13, 467, 566 
4, 858, 000 


5, 877, 930 
3, 000 

20, 000 
130, 000 
6, 700 

AL. 000 


75, 000 
335, 000 
hs, GOO 
245. 000 
2,000 
8, 000 
1, 000 


13, 000 

26, 000 
120, 000 
foo 

2, BOO 


24, 035 


13, 901 
83, R27 
1, 285. O30 
6, 42 
13, 
2, 372 
15, 000 


8, O51, 625 
000 


&, 806, 625 
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Scunpute C-1,—Working capital changes 


Balance Jalance Jalance nerease 3 
as of Increase or I . [ Increase or : “ oF me oo © | Bala 
re lecreas " lecrease Sorta, , 
June 30, ( ee 19 3 June 30, ( * 1084 June 30, crease } , 
\ ws 
1942 1953 1954 (=) 1955 , 


ITEMIZATION OF WORKIN’ 
CAPITAI 


Current assets 
Cash with United State 


Treasury $3, 745, 257) $1, 333, 866 $5, 079, 123) —$1, 477, 481) $3, 601, 642) —$453, 228 $3, 148 
Accounts receivabl 8, 856, 586, —1, 511, 490) 2, 845, 046 605, 046) 1, 650, 000) —100,000) 1 
Inventories 5, 034, 531 754, 774) 6, 689, 305 6, 689, 305 6, 689 
Prepaid expenses and 

deferred charges 137, 605 71, 744 200, 349 9, 349 200, 000 . ay 

Total 13, 673, 920 648, 804/14, 322, 823 2, 181, 876,12, 140, 947 553, 228) 11, 58 


Current liabilities 


| 
Accounts payable 587, 420 91,154 4M, 207 3, 733) 500, 000 125, 000 ; vy 
Accrued liabilities 3, 962, 796] 201, 419) 4, 254, 215 384, 215) 3,870,000] 155, 000) 3, 71 
Trust and deposit liabil- | | | 
ities | 809, 8&3 101, 237 708, 646 98, 646 700, 000) = 200, 000 DM), (ex 
Other liabilities | ROS 187 708 708 | 
™ . " n ° on ~ | 
Total 5, 450, 005 OS, B41 », 549, 836 479, 836) 5, 070, 000 480, 000) 4, 590, 00 
Working capital 
changes 8, 222. 034 550, O53) &, 772, ORT 1, 702, 040) 7, 070, 047 73, 228) 6, 99 
SUMMARY OF WORKIN¢ | 
CAPITAL CHANOES | | 
i | i 
Changes identified on state- | | | } 
ment A 
Selected changes in } 
working capital 1, 538, 587 224, 559 380, 000 
Changes in Treasury | | | 
cash 1, 333, 866 | 1, 477, 481 | 453, 228 
Changes not shown on stat | | 
ment A: Inventories for | | 
resale | | 7M, 774 } 
550, 053 


Total | 1, 702, 040 | 78, 228 


STATEMENT OF A. W. Hatz, Direcror, Bureau oF ENGRAVIN 
AND PRINTING 


INTRODUCTORY 


Mr. Chairman, the Bureau of Engraving and Printing designs, manufactures 
and supplies all major evidences of a financial character issued by the United 
States. It is the sole surce of United States currency and Federal Reserve notes 
United States bonds and certificates of indebtedness as well as most of the other 
evidences of a financial character issued by the Government, such as, postage 
internal revenue, customs and savings stamps. In addition, the Bureau executes 
the printing of checks, commissions, certificates, transportation requests, et: 
for the various governmental agencies and performs work for insular possessions 
of the United States, particularly with respect to the printing of bonds, postage 
and internal-revenue stamps. 

The Bureau operates under a working capital fund of $38,250,000 established in 
accordance with the provisions of Public Law 656, approved August 4, 1950. All 
work is performed on a reimbursable basis and business-type accounting and 
budget procedures are employed. 

Operations for the fiscal year 1953 were completed with a profit of $830,121 
Of this amount, $154,008 will be retained to restore the impairment to the working 
capital fund sustained as a result of an operating loss during the fiscal year 
1952. The balance of $176,118 will be returned to the general fund of the Treas 
ury as miscellaneous receipts as provided for in Public Law 656. 

The anticipated work program for the fiscal year 1955 indicates that the high 
level of production maintained during the past few years will be substantially 
reduced primarily as a result of a decrease of approximately 25 percent in the 
requirements for currency. Currency requirements for the fiscal year 1955 are 
estimated at 1,815 million notes as compared with a program of 2,412,042,000 
notes for 1954 and 2,487,380,000 notes for 1953. This decrease in currency 


requirements, coupled with a reduction in production costs brought about by 
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ngs Which will accrue through technological improvements currently being 
oduced in the production processes, will result in the Bureau having a work 
ase program for the fiscal year 1955 at an estimated cost of $27,659,000 as compared 
f with $83,286,000 for 1954 and $35,967,000 for 1953. 
‘he various phases of the present modernization program outlined in the 
istifications of the 1955 budget estimates before your committee were begun 
April 1992. During the fiscal year 1958, this program resulted in savings 
ounting to $454,000 It is anticipated that an additional $3,669,000 will 
rue during the fiscal year 1954 and $991,000 during the fiscal year 1955. These 
ivings, Which are reflected in the Bureau's budget presentation through a down- 
vard adjustment in the unit cost rates of the products affected, will bring about 


000 to in associated reduction in personnel requirements of more than 1,300 positions, 
6, 68 ncluding 70 apprentice plate printers 

Since the appointment of the apprentice plate printers, the estimated re- 

quirements for currency, as previously stated, have been materially reduced. 

228) 11, 58 In the light of this and the fact that a journeyman plate printer's overall pro 

duction would be increased by 50 percent as a result of modifications of existing 

1X) equipment which allows the printing of 18 notes to a sheet instead of 12, a 

mm) 3 urvey of manpower requirements for the next several years indicated that 

00 there would be no need for additional plate printers at the end of the 4-year 

period of the apprenticeship training and that it would be necessary to reduce 

the present force of Journeymen plate printers notwithstanding normal attrition 

0) 4, 50 among the incumbents of these positions. A decision was reached therefore to 
terminate the plate printers’ apprenticeship program on July 10, 19538. 

8) 6,9 Che efforts of the Bureau are currently being concentrated on the last major 


phase of the modernization program. ‘This involves the installation of equip 
ment on printing presses engaged in the production of currency which will 
automatically feed the sheets of paper to the press. It is anticipated that this 
project will be completed by April 1254. Through the use of these automatic 
feeders and the automatic take-off and delivery devices (the installation of 
which was completed in June 1953), the Bureau will be able to eliminate the 
need for all printers’ assistants formerly required in these operations and 
thereby realize a large share of the total savings which are estimated to accrue 

from the overall program 
Although many problems are being encountered during this period of con- 
version in integrating the new technical developments with Bureau operations, 
we feel confident that all of the projects will be successfully completed within 


. the target dates that have been established. 

ORAVI Senator Dirksen. Suppose you proceed. 
igtares SAVINGS AS A RESULT OF MODERNIZATION PROGRAM 

nite 
stem Mr. Haw. Mr. Chairman, as you know, the Bureau of Engraving 
ee and Printing produces currency, bonds, postage and revenue stamps, 
cecttes and various other engraved documents. The highlights of my open 
8, et ing statement point out the fact that the present phase of the mod 
cme ernization program which began in April 1952 will, by the close of the 

ae fiscal year 1955, have resulted in reducing production costs approxi- 
hed it mately $5 million a year. These improvements will result in lower 
A unit costs for the products produced for the various Government 
_e agencies and will require approximately 1,300 fewer positions. The 
0.121 estimated currency requirements as prese faa to the Bureau by the 
kin various — agencies for 1955 are approximately 25 percent lower 
_year than for 1954. Our total expenditures, therefore, for 1955 will be in 
rea the ne sthborhood of $27,659,000, as compared to $33,286,000 in 1954. 
high 
tially THEFT FROM BUREAU 
n the 
) are Senator Dirksen. We have all read in the newspapers of the theft 
ont of $160,000, which occurred in your Bureau several months ago. Can 


ve you tell us something about that ? 
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Mr. Haw, First of all, Mr. Chairman, I want to assure you that al) 
of us in the Bureau were shocked at this most regrettable and unfor 
tunate affair. It is the first major theft in the history of the Bureay 
We checked our records from July 1, 1924, to December 31, 1953, o; 
a period of almost 30 years and found that during this period there 
were 12 thefts involving currency amounting to $2,850, and of this 
amount $160 remains to be settled. You may be interested to know 
that during the same period the Bureau produced securities with 
face value of $3,400 billion. 

Senator Dirksen. Your thefts, therefore, amounted to approxi 
mately $100 a year. 

Mr. Haws. That is correct. We might say that our losses have been 
practically nil. 

Senator Dirksen. Will you be good enough to tell us how this map 
was able to get away with this money ¢ 

Mr. Haw. I shall be very happy to do so, Mr. Chairman, but it 
is rather lengthy and it has been given in great detail in the hearings 
before the House Subcommittee on Appropriations. 

(Discussion off the record). 

Senator Dirksen. Have any steps been taken to protect the Bureau 
against such a loss in the future ? 

Mr. Hau. The Secretary of the Treasury directed the Secret Sery 
ice to make a comprehensive survey of our protection and security 
features and devices and I have been informed that the agents as 
signed to this project are in the process of preparing their report. 1 
might add that certain precautionary measures were immediately in 
stituted in the Bureau after the loss was discovered. In addition we 
have employed a management engineering firm to conduct a compre 
hensive survey of all aspects of the Bureau of Engraving and Print 
ing, which will, of course, include security controls. You may be 
assured that everything possible will be done to avoid a recurrence of 
such an unfortunate affair. 

Senator Durxsen. Is there anything further that you wish to 
present ¢ 

Mr. Hatu. No, sir. I believe that: is all. 

Senator Dirksen. Thank you very much, Mr. Hall. It has been 
a pleasure to have you before the committee. 

We will resume at 2 o’clock tomorrow. 

(Whereupon, at 4:15 p. m., Tuesday, March 23, 1954, the committee 
was recessed, to be reconvened at 2 p. m., Wednesday, March 24, 1954. 
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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1955 


WEDNESDAY, MARCH 24, 1954 


Unrrep States SENATE, 
SuBCOMMITTER OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, In room F-39, 
the Capitol, Hon. Everett McKinley Dirksen, presiding. 
Present: Senator Dirksen. 


TREASURY DEPARTMENT 
OrFicE OF THE ‘TREASURER 


STATEMENTS OF MRS. IVY BAKER PRIEST, TREASURER; EDMUND 
DOOLAN, DEPUTY TREASURER; WILLIAM T. HOWELL, ASSIST- 
ANT DEPUTY TREASURER; WALTER L. FUNK, ADMINISTRA- 
TIVE OFFICER; AND DARIO A. PAGLIAI, ADMINISTRATIVE 
ACCOUNTANT 


SALARIES AND EXPENSES 


Senator Dirksen. The committee will come to order. We will ex- 
amine into the estimate and justifications for the Office of the ‘Treas- 
urer of the United States. 

I see that for the fiscal year 1955, there is estimated $15,600,000 for 
salaries and expenses, and that constitutes a reduction of $1,750,000 
compared with the actual adjusted appropriation for 1954. 

Mrs. Priest, your statement is before us, and I think the members of 
the committee have had a chance to examine it. Would you like to 
read that statement or would you care to have us insert it in the record 
and then have you highlight whatever you would like to discuss? 
It is not a long statement. 

Mrs. Priest. I think since you have the statement it can be inserted 
in the record. I have a few highlights that you might like to have me 
present here. 

Senator Dirksen. Very well, then. Suppose you highlight the items 
for us a little bit, and your statement will appear in the record. The 
record will also show the summary appropriation information and 
certain material submitted in justification of your estimate. 

(The material referred to follows:) 
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AvPROPRIATION ESTIMATE FOR THE OFFICE oF THE TRE ASURER 


“For necessary expenses of the Office of the Treasurer, [$17,000,000] 
$15,600,000: Provided, That Federal Reserve banks and branches may be rein 


bursed for necessary capenses incident to the ve rification and destruction of 
unfit United States paper currency.” 


EXPLANATION OF ESTIMATE 


The Office of the Treasurer, as the banking facility for the Government, js 
essentially a service organization whose responsibility is to facilitate the immense 
volume of financial transactions involved in the day-to-day business life of the 
Nation. Neither the volume of services required of the Treasurer's Office no) 
the time limitations imposed on the performance thereof can be administratively 
controlled by the Treasurer, however, the operations must be performed if th 
Government itself it to fulfill the duties and responsibilities essential to the 
smooth operations of the Nation's economy 

The major portion of the funds requested for operating expenses is for th 
activity charged with processing checks. deposits, and claims, which activity 
employs approximately 69 percent of the total personnel provided under this ap 
propriation and constitutes one of its major functions, The next largest activity 
on the basis of persennel and financial requirements, represents that involved 
in the retirement of currency. At least 65 percent of the services performed by 
this activity are rendered in connection with the retirement of Federal Reserve 
eurreney and that portion of the costs thereof will be fully reimbursed by th 
Federal Reserve banks. The remainder of the funds requested for operating 
expenses is to cover normal administrative expenses for the balance of our ax 
tivities which include general banking services, maintenance of the Treasurer 
accounts, payment and custody of securities, and the immediate Office of the 
Treasurer, While the estimate of services required of these activities indicat: 
definite increases, this estimate contemplates the absorption of such additional! 
volume through increased operating standards and management improvement 
in general 

In compliance with the expressed desire of both the Congress and the By 
reau of the Budget for further integration of budget and accounting. and im 
provement of the budget structure, the 1955 budget submitted herewith for th: 
appropriation titled, “Salaries and Expenses, Office of the Treasurer,” has been 
prepared to contain provision for funds currently appropriated under the title 
“Contingent Expenses, Public Moneys.” This will result in bringing together 
under one appropriaton provision for all necessary expenses of the Office of th: 
Treasurer, It may be of interest to note that these same requirements in 1941 
were financed from 11 separate appropriations as well as by 
numerous appropriations for emergency activities. 

To provide, under the consolidated submission, the clearest possible presenta 
tion of the Treasurer's requirements on an activity basis, provision for the pur 
chase of paper currency, heretofore included under the activity, “General bankin 
services,” has been combined with requirements currently provided under the 
activity, “Collecting, safekeeping, transferring and disbursing public moneys of 
the United States,” and the combined activity designated as “Procurement and 
transportation of United States currency.” 

This new activity will encompass requirements to reimburse the Bureau of 
Engraving and Printing for the manufacture of United States paper currency 
costs incurred in the transportation of currency to and from the Federal Re 
serve bank and depositories, and expenses incident to transportation of such cur 
rency which includes communication services and supplies. 

While requirements under the new activity do not include provision for any 
personal services, nor for any of the general operating expenses of the Treasurer. 
the budgetary requirements therefor represent 68 percent of the total funds re 
quested under this title for fiscal 1955. 

There is included in this estimate for the first time an item of $400,000 (es 
tablished as a comparative transfer) to cover requirements to reimburse the Fed 
eral Reserve banks and their branches for the verification and destruction of 
unfit United States paper currency. This estimate is based on their processing 
a volume of approximately 1,350 million notes. This operation has previously 
been performed in Washington by the Bureau of Public Debt, having been de 
centralized effective July 1, 1958, and costs for the current fiscal year are being 
paid from the appropriation for “Administering the public debt.” 
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‘his submission contains no provision for requirements to defray penalty 
il costs, now estimated at $22,000 annually, nor for any requirements for the 

pnual salary increases (within-grade promotions) required by law, conserva- 
vely estimated at $70,000, 

ADJUSTMENTS 


tinity Nol 
‘he adjustments under this activity for determining 1955 base affected object 
issifications as follows: 


Processing checks, deposits and claims 


Reductions 


1) Personal services (76 employees) ; -.- $227, 408 
7 Other contractual services aaa * 892 
§ Supplies and materials ; . 920 
” BKquipment 5, 000 
Taxes and assessments 1, 485 
Total - 235, TOO 





his reduction of 5.700 is comprised of a net savings of $60,700 resulting 
neipally from the expansion by the Military Establishment of the use of 
incheard checks, payable by the Federal Reserve banks and machine processed, 
lieu of paper checks, payable in Washington and processed manually; and al 
wanece of $75,000 for excessive workload estimates, and $100,000 additional as 
oal to be attained through development of more efficient operations. The 
effect of this action is to reduce personnel requirements and related service re 
quirements under the objects shown above, 


ictivity No, 8—Retirement of currency. 


\ reduction of $18,200 is made possible as a result of the decentralization of 

e destruction of United States currency to the banks and nonrecurring re 
rements in 1955 for equipment and maintenance service necessary in 1954. 

he increase of $400,000 is occasioned by the transfer to this appropriation from 
the appropriation, “Administering the public debt,” provision for reimbursing 
e banks for verification and destruction of unfit United States paper currency. 


ty No. 5—Payment and custody of securities 


‘he only adjustment necessary to determine base requirements for this 
vity is comprised of a nonrecurring need for an expenditure of $00 for 


ipment 


iu No. 6 Procurement and transportation of United States currency 


\ reduction of $1,822,000 represents savings accruing from improved manu 


turing methods developed in the Bureau of Engraving and Printing which 
ited in a reduction in the unit cost of currency, together with a reduction in 
i volume of currency to be requisitioned in 1955. A reduction of $100,000 


sults from nonrecurring requirements under this appropriation for distribu 
and transfer of current and uncurrent coin, this function to be assumed by 
he Bureau of the Mint. The remaining reduction of $700 under this activity 
represents nonrecurring requirements for contractual services made possible 
hrough the proposed appropriation merger 
rhe increase of $22,000 represents additional needs to project, on a full year 
isis, the parcel post rate increase effective October 1, 1958, on the transportation 
f new currency to the banks. 


LANGUAGE CHANGE 


‘Yrovision for funds currently appropriated under the title, “Contingent 
expenses, public moneys,” has been incorporated under this title for fiscal year 
105, as well as provision to enable reimbursing of the Federal Reserve banks 

r costs incurred in connection with the verification and destruction of unfit 
United States paper currency. In view of the fact that the present text already 
provides “for necessary expenses of the Office of the Treasurer,” no change is 
contemplated in the language for the consolidation of the two appropriations 
However, the language has been amended to include provision for reimbursing 
the banks 


‘ 


































































Office of the Treasurer 
Contingent expenses, public moneys 
Regular appropriation, 1954 act... 
Supplemental appropriation for 1954 


; lotal appropriation, 1954 
Reductions: 
Activit ’ i 
y No. 1: Processing checks, deposits and 


claims 
Activity No. 8: Reti x ne Tee 
’ o. 8: Retirement of currency q “12. on 


A *t V ' . a} Mme . . 
aa S 5 I ayment and custody of securities 100 
d oe No 6: Procurement and transportation of 
lited States currency 1, 922 
j “ a ai , 922, 700 


Total 
ve ome 2. 172, 000 


Additions : 
Activity No, 8: Reti 
ivity 3 ‘tirement of currency 
: ; ; i * cy 400 
pte No 6: Procurement and transportation of Sines 
nited States currency : 
' bh 22, 000 
422, 000 


Total 
Adjustment in base (net) 


Appropriation hase for 1955 
nerease over appropriation base for 1955 


Appropriation estimate for 1955 
Increase or decrease from total appropriation, 1954 
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Appropr® ition base Appropriation esti- | Increase (-4) 
Or 1955 mate for 108% nerease (+) or 
Activity 7 1955 decrease ( 
verses | 
verge | 4 Average . 
sitions | mount Average 
position positions | Amount Sosttiens aie 
1. Processing oc} } 
fine checks, deposits, and | | | 
2. General banking service mn $3, 275, 000 717 | $3,275, 000 
= Seativernent af es 79 338, 100 "| aa0' 
nent of currency =i r 7 338, 100 
4. Maintenance of the Treasurer's 52 | 603, 000 52 | 603.000 | | 
recounts | 
eee 88 386, : 38 agen | 
" ent and custody of securi | an See all 386, 300 | | 
les 
> 33 | Ona — 
in of Un ment and transportation ” 253, 100 | 63 | 253, 100 | 
0 rited S tes o ne 
te a State currency | 10, 629. 300 10, 699. § 
l l ik 115, 200 18 | te oe | j 
Total | — 
"Wy z 
Adjustment in base (net) I aa a se no 1,017 | 15, 600, 000 | | 
id ’ sn wo 
a 77 $1, 750, 0 
Total appropriation 1954, and ~ 
appropriation extimate for 
1955 
1,094 | 17,350,000 1,017 | 15,600,000 | 77| ~1.7 
’ ’ a , 750, 006 
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Standard classification schedule (direct obligations only) 


Increase (+) or de- 
crease (—) 1955 esti- 


| Appropria- |Appropria- | Appropria- mate over 
| tion esti- tion base tion esti- ih 
mate, 1954 for 1955 mate, 1955 
=e 1954 esti- 
1955 base mate 
; imber permanent positions 1, 188 1,053 1, O8: &5 
rage number of all employees 1,004 | 1,017 1,017 77 
rage salaries and grades 
G ral schedule grades 
Average salary $3, 821 $3, 987 $3, O87 +-116 
Average grade G8-4.3 GS-4.4 GS-4.4 +. 1 
aft rotective and custodial grades 
Average salary $2, 952 $3, 008 $3, 008 +56 
Average grade CPC-3.1 CPC-3.1 cre l 
ORJECT CLASSIFICATION 
nal services 
rmanent positions $4, O89, 279 $3, 859. O58 $3, 859. OAS $229, 321 
lar pay in excess of 52-week bast 15, 771 15, 480 15, 489 282 
ent above basic rates 850 850 850 
tal personal services 4. 105, 900 3, 876, 207 8, 876, 207 229, 6038 
4 6, 100 6, L100 6, 100 
rtation of things 435, 250 357, 250 357, 250 78, 000 
Inication services 45. SAO 45. 550 5 i) 
ind utility service 313, 253 313, 253 313, 253 
ind reproduction 
( rem 12, 114, 000 10, 292, 000 10, 292. 000 1, 822, 000 
Other 102, 500 102, 500 102, 500 
th mtractual services 24, 992 18, 400 18. 400 6, £92 
performed by Federal Reserve 
Danh 400, 000 400, 000 + 400, OOO 
! ind materials 159, 920 | 159, 000 159, 000 920 
nent 38. 300 26, 900 26, 900 | 11, 400 
+wards, and indemnities 400 400 100 
nd assessment 3, 835 2,350 2,350 1, 485 
lotal appropriation or estimate 17, 350, 000 | 15, 600,000 | 15, 600,000 | 1, 750, 000 


INTRODUCTORY STATEMENT OF Ivy BAKER PRIEST TREASURER OF THE 
UNITED STATES 


Mr. Chairman and members of the committee, the Office of the Treasurer 
provides the banking facilities for the entire Federal Government. Our major 
responsibility is to facilitate the millions of financial transactions involved in 
the day-to-day business life of the Nation, and the volume of services required 
of this office is governed by the type and volume of such transactions. In view of 
this, we have very little, if any, opportunity to control the volume of services 
required or the time limitations imposed thereon. Our functions are established 

y law and must be performed in an efficient manner if the Government itself 

to fulfill the duties and responsibilities essential to the smooth operation of the 
Nation’s economy. 

While we do not have any branch or field offices, we are able to provide prompt 
and efficient banking facilities to Government offices everywhere by utilizing 
the Federal Reserve banks, acting in the capacity of our agents, and under our 
supervision, in the performance of certain operations for the Treasurer. The 
procedures followed by the banks in the performance of these operations are 
essentially the same as in the Washington office. 


OPERATIONS 


The principal activity of the Office of the Treasurer, on the basis of personnel 
and financial requirements, involves that charged with processing checks, de- 
posits, and claims. Personnel requirements for this function represent 69 per 
cent of the total personnel requested under this title. This activity is responsible 
for maintaining the checking accounts, not only for the Treasury disbursing 
officers throughout the world, but for disbursing officers of the Defense Estab- 
lishment, those of the Post Office Department and all other Government entities, 
including corporations, who perform their own disbursing. As a part of this 
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operation, we must also process the claims relating to lost, stolen, destroyed 
fraudulently negotiated checks. Approximately 85 percent of the total « 
paid represents disbursements of only four Federal programs, the Defense gta 
lishment, the Veterans’ Administration, Social Security, and tax refunds 

This office is required to maintain controlling accounts covering receipts 
disbursements for all funds placed in the custody of the Treasurer and to pre 
pare the necessary reports thereon. Posting media for these accounts 
primarily the actual debit and credit documents processed daily and teletyn 
reports from financial institutions and Government disbursing offices through, 7 
the country. 

Payment of principal and interest on public-debt obligations of the Uniteq 
States, Government corporations, and agencies is a function of the Treasurer, 
office. The organizational entity charged with these responsibilities also provi 
safekeeping facilities for individuals and others for United States savings bo 

Another function of the Treasurer's office, and a very important one, inyvoly. 
the responsibility for meeting the country’s need for paper currency. We py 
chase all United States paper currency from the Bureau of Engraving 
Printing. It is then issued through the Federal Reserve banks to fing 
institutions throughout the country, and thence to trade channels. Such cy 
rency when unfit for further circulation is segregated from fit currency, redeen, 
on behalf of the Treasurer by the Federal Reserve banks, and destroyed, 1 
retirement of all Federal Reserve currency is accomplished by the Treasyre: 
the cost thereof being fully reimbursed by the Federal Reserve System. ‘) 
exchange and retirement of mutilated or burned paper currency, which 
average better than 43,000 cases annually, is possible only in the Treasurer's 
office, 


IOUKS 


les 


CURRENT STATUS 


Execept for the redemption of currency, the operations of this office are gen 
erally current. The backlog in the redemption operation is due primarily 
two factors: (1) the forced replacement of 40 experienced money count: 
having indefinite status by 40 inexperienced money counters having permanent 
Status, but involved in reduction in force in other bureaus, and (2) difficult 
in filling vacancies on the money-count operation. Not only did the replace 
ment of 40 of our experienced counters materially reduce production, but 
ageregate salary of the new employees was $17,000 greater than that of thos 
replaced. 





COMPARISON OF 1955 ESTIMATE WITH A¢ TUAL REQUIREMENTS IN 1953 AND FUNps 


AVAILABLE FOR THE CURREN1 YEAR 


Estimated requirements for the Treasurer's operations in 1955 total $15,600,000 
or approximately $5 million below actual obligations for operations in the fisca 
year 1953. The funds requested for 1955 are also $1,750,000 less than funds 
made available in the current fiscal year; however, the 1955 estimate includes 
an item of $400,000 to reimburse the Federal Reserve banks for the redemptio 
of United States paper currency, an operation heretofore performed by thé 
Bureau of Public Debt and financed from funds of that Bureau, thus, the funds 
requested for 1955 actually represent a reduction of $2,150,000 below funds 
currently available. 

The average number of employees requested to perform the functions of t! 
office in 1955 is in excess of 18 percent below the average number actually e 
ployed in 19538. 

These reductions have been made possible due to (1) the development and adop 
tion of more efficient operating procedures, (2) conversion by the military from 
the use of checks drawn in paper form to those in card form which may be 
processed mechanically, and (3) reduction in unit costs for printing of currency 
through more efficient operations in the Bureau of Engraving and Printing. To 
me this immense reduction is highly gratifying, particularly in view of the fact 
that the volume of services estimated to be required of this office shows materia 
increases in 1955 over 1953 in practically all operations. 

The paper-currency situation has improved to the point where contemplated 
reserves on June 30, 1954, will be adequate to meet normal replacement demands 
In view of this, funds have been requested in 1955 sufficient to procure only 
1,275 million pieces, or 125 million less than is normally issued. This will of 
course materially reduce the reserve on hand at the close of the fiscal year 1955 

There is one point I deem very important in considering requirements for my 
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PS OVE 

ee é; fice, and that is, regardless of how drastic the reduction in the whole hn 1dget, 
ense Fx erally the services required of this office are not reduced proportionately. 
unds In fact, a reduction of many millions of dollars in defense spe nding may actually 
eceip sult in a comparatively slight reduction in the number of documents which we 
and required to function. 


As concrete evidence of our efforts to comply with the administration's eco- 


counts 
nd , , mic policies, we reduced our indicated requirements for 1955 by $75,000 for 
thr: ssible excessive workload estimates and $100,000 as a goal to be attained 

ough development and adoption of more efficient operations in areas not as 
the | -et identifiable. These allowances are in addition to the absorption of all 


sts for penalty mail and within-grade promotion requirements. The House of 


oo Representatives has reduced the funds requested under this title an additional 
ngs <100,000, thus making a total reduction of $275,000 below indicated requirements. 
¥ rhis offee will have no alternative but to apply a substantial portion of the 
We House reduction to the activity involving the purchase of United States paper 
AVI rrency, and the balance to further economies in other activities ge the 
» fi rkload estimates provided by the agencies serviced prove realistic nd the 
Su templated management savings not be possible of accomplishment, this office 
rede iy be compelled to ask for additional funds or incur serious backlogs in our 
yed. 4 erations 
Ure HIGHLIGHTS OF REPORT 
ten 
hick Mrs. Priest. Mr. Chairman and members of the committee, the 
reasurer’s chlights of this statement, of course, have to do with the funds 
Ol iginally requested of the Congress for 1955, which were approxl- 
itely $5 million below actual obligations for 1953 and $1,750,000 
cae elow funds made available for the current fiscal year. Then an addi- 
coun nal reduction of $100,000 has now been applied by the House. 
ermiil fhe original reductions already included an allowance of $75,000 
diffi possible excess in the workload estimates furnished us by the 
es irious Government departments, and $100,000 as a goal to be attained 
a tne ough development of more efficient operations resulting in lower 
it aoe It will therefore be necessar y to apply a substantial por- 
on of the House reduction to the activity concerned with the pur- 
: ase of paper currency. This is particularly true in view of the fact 
at actual experience over the past 8 months has convinced us that 
600,004 the unit costs used as a basis in determining the fund requirements 
a ‘ ror processing chee as in 1955 are consider: ably below costs now indi- 
ine ated as of February, this year. 
empt The overall volume of services See of my office generally indi- 
by th cates a continued upward trend in 1955. However, funds contained 
=) ames the estimate before you for a asaenal requirements in 1955 are 
PP roximately $800,000 less than actual requirements in 1953, and 
of $250,000 less than estimated requirements in the current year. A|l- 
Ly though we cannot identify at this time the exact areas which m: Ly be 
4 isceptible to the development and adoption of more efficient opera- 
ot on, we will exert every effort to satisfactorily perform the services 
mat required of us under the determinations made by the House. Should 
irren our best efforts fail, either because of uncontrollable workloads or 
as. A for other reasons, we will, of course, have no alternative but to appear 
ine igain before the Appropriations Committees at a later date to seek 
supplemental funds. 
plate Mr. Chairman, those are the highlights of the report. 
mands 
he y PERSONAL SERVICES 
_— Senator Dirksen. I notice in this consolidated sheet, showing com- 


parisons between 1953 and 1954 and estimates for 1955. that for 1955 
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the number of employees will be 289 below fiscal 1953 and 77 posi 
tions below 1954. 

Mrs. Priest. I think that is substantially right; is it not, Mr. Funk? 
Is there any explanation on that? 

Mr. Funx. That is approximately right. 


HOUSE REDUCTION 


Senator Dirksen. I wish you would indicate, because I have not 
examined that part of the record, what the House had in mind by that 
reduction of $100,000 that you have just mentioned. 

Mrs. Priesr. If you don’t mind, Senator Dirksen, I would like Mr. 
Funk, our budget officer, to give you the detailed explanation on 
that. 

Senator Dirksen. Very well. 

Mr. Funx. Senator Dirksen, we don’t know exactly what they did 
have in mind. We had already reduced our estimate in the amount 
of $75,000 to provide for excessive workload estimates furnished us 
by all the different Government entities on our check load, and on 
top of that we reduced another $100,000 and set that up as a goal to be 
attained through management improvement. In view of those facts. 
as to this additional cut on the part of the House, we cannot tell exact 
ly where we can improve our operations to that extent. We will, there- 
fore, be forced to apply a portion of that $100,000 cut, approximately 
50 percent of it, against the activity providing funds for purchase of 
currency from the Bureau of Engraving and Printing. 


PURCHASE OF CURRENCY 


Senator Dirksen. What will be the situation there? How can you 
save the money out of that item? Is it procurement and transporta 
tion of United States currency ? 

Mr. Funx. That is right. We contemplate a reduction in the vol 
ume of paper currency, and a possible further reduction in their unit 
costs. 

Senator Dirksen. So you hope that perhaps $100,000 can be saved 
out of that item ’ 

Mr. Funx. That is right. 

Senator Dirksen. For “Processing checks, deposits, and claims” you 
have an estimated 717 positions, and then for “General banking serv 
ices” 79 positions at a cost of $338,100. I wish you would amplify 
that just a little bit. What is that “General banking service”? 


GENERAL BANKING SERVICRP 


Mr. Funx. That “General banking service” is our cash room. 
That is where we handle over-the-counter transactions with all the 
Government agencies in Washington and the local public. We pro- 
vide paper currency for all banks throughout the entire country, 
handle all local transactions in coin and currency, and process the 
collection of checks for Government activities. 
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RETIREMENT OF CURRENCY 


Senator Dmxsen. Now what about that item of “Retirement of 
currency”? It is my impression that the disposal of wornout cur- 
rency and that sort of thing has been decentralized and will now be 
in the hands of various districts throughout the country. Is this, 
then, just a supervisory item that requires 52 people to do the check- 
ing on the reports that come in 

Mr. Funx. That pertains to requirements for processing United 
States notes and silver certificates presented locally. In addition to 
presentation of the notes by local banks and industrial concerns, we 
redeem mutilated currenc y. This is the only place where mutilated 
and burned currency can be redeemed. 

Senator Dirksen. How substantial, in terms of either amount or 
volume, is that function of the retirement of currency that is worn 
out, mutilated currency, and that sort of thing? Is it a substantial 
item or not? 

Mr. Funx. It represents 50 percent of this force. 

Senator Dirksen. Do you mean 50 percent of the 52 people? 

Mr. Funk. Of the 52 people; that is right. 

Senator Dirksen. So they are engaged almost entirely in that job? 

Mr. Funk. That is right. 

Senator Dirksen. I used to hear them talk about laundering cur- 
rency. You do not anes ups run a modern custom laundry, do you? 

Mr. Funk. No, si 

Mrs. Priest. even think we should? 

Senator Dirksen. I am not sure. 


MAINTENANCE OF TREAST RER’S ACCOUNTS 


Then, for maintenance of Treasurer’s accounts you have 88 people, 
and for payment and custody of securities 63 people. You show no 
positions for procurement and transportation of United States 
currency 

Mr. Funx. There are no personnel really assigned to that at all. 
That is, to procure from the Bureau of Engraving and Printing paper 
currency and to ship that paper currency to the Federal Reserve banks. 

Senator Dirksen. You charge no personnel cost against that item ? 

Mr. Funk. That is right. 

Senator Dirksen. I presume that is absorbed either under execu- 
tive direction or one of the other items? 

Mr. Funx. That is one of the general banking services. 

Senator Dmxsen. Is there anything else, Mrs. Priest, that you think 
we ought to know before the committee looks with a keen and baleful 
eye upon this request to see how the interest of the public might be 

elped by effectuating reductions? 

Mrs. Priest. No; unless Mr. Doolan, the Deputy Treasurer, has 
something he would like to add. 


STRUCTURAL CHANGES IN ORGANIZATION 
Mr. Dootan. I do not know whether the Senator would be interested 


n structural changes in our organization. You have already men- 
tioned the decentralization of destruction of currency. 
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We took over an operation from the General Accounting Oftice 
where we had a split responsibility. They were doing part of 
job involving check claims, and we were doing the other part. Las 
year we convinced them to transfer their part to us, so we are doing 
the entire job. 

We transferred from the Treasurer's Office to the Bureau of the Min: 
the responsibility of distribution of coin, on the basis that they figure 
they can make some savings by having control of the distribution as 
well as the management and manufacture of coin. 

We have made a continual effort and a rather successful effort, | 
might say, in getting the various agencies who issue checks to convert 
from a paper check form to a card check form with the result that 
there is quite a bit of economy to both the Treasurer’s Office and the 
General Accounting Office in processing those checks. We have been 
very successful in that project in the last year. We are still pressing 
that. 

Senator Dirksen, I think we had a little discussion on that yes 
terday. 

Mr. Doonan. You may have, maybe, in the Bureau of Accounts, who 
issue a lot of checks. 

Senator Dirksen. That is right. I have followed through on the 
General Accounting Office operations and activities over a period of 
years, and I had hoped, of course, that there would be no duplication 
and no doubling of records as between the General Accounting Office 
and the Treasury Department. Evidently that matter has now been 
disposed of. 

Mr. Dootan. We are at present studying the possibility of combin 
ing the reconciliation of the checking accounts with the payment 

operation, which we do, and avoiding double handling and shuffling 
of papers back and forth. That has not been accomplished, but it is 
actively being studied. 

Senator Dirksen, Is there anything else we need to know? If not. 
let me express my appreciation for your coming, and be assured that 
this will receive good consideration. 

Mrs. Priest. Thank you, Senator Dirksen, very much. 


Bureau or Customs 


STATEMENTS OF DAVID B. STRUBINGER, ACTING COMMISSIONER: 
CHESTER A. EMERICK, DEPUTY COMMISSIONER, DIVISION OF 
INVESTIGATIONS; LAWTON M. KING, DEPUTY COMMISSIONER. 
DIVISION OF MANAGEMENT AND CONTROLS; AND FRANK B. 
GATCHELL, JR., BUDGET OFFICER, BUREAU OF CUSTOMS 


BUDGET REQUEST 


Mr. Jounson. Mr. Chairman, we have next Mr. Strubinger, Acting 
Commissioner of Customs, and Mr. Gatchell and Mr. King. 

Senator Dirksen. Mr. Strubinger, we are glad to have you before 
the committee. 

I see that for the fiscal year 1955 there is an estimate of $40 million 
for the Bureau of Customs, which is a cut of $500,000 below the 
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appropriated in 1954. Was that the amount that you re- 
saad through your own budget officer and the Budget Bureau, or 
jid you request more than th: it? You could not answer that ques- 
‘ion unless I asked it. I know the inhibitions under which you labor 
use of your budget procedures, so I thought I would relieve your 
science and give you a perfect right to answer it. 
Mr. STRUBINGER. We requested $40,250,000. 
Senator Dirksen. I see. So the Budget Burean, in the first in- 
ince. cut you $250,000 ¢ 
Mr. Srruprncer. That is right. 
Senator DirksEN. When you appeared before the House there was 
ut of $3,700. 
Mr. Srruprncer. That is right. 
Senator Dirksen. You must have done an excellent job of justify 
» your estimates and facts and figures before that committee. I 
served on it for a long time and I know how keen they are when it 
omes to using the paring knife and saving a little money for the 
ntry, which is all to the good. 
ore we have your statement here, which we will insert in the 
ecord. You may want to highlight that a little, and then I will ask 
ia few questions about the work of the Customs Bureau. I will 
lso insert the appropriation summary and some pertinent clarifica- 
n material into the record at this point. 
(T he material referred to follows :) 


APPROPRIATION ESTIMATE FOR THE BUREAU OF CUSTOMS 


For necessary expenses of the Bureau of Customs, including [examination 
timates of appropriations in the field ;] expenses of attendance at meetings 
ganizations concerned with the purposes of this appropriation; purchase 
fifty passenger motor vehicles for replacement only; arms and ammunition; 
rviees as authorized by section 15 of the Act of August 2, 1946 (5 U.S. C. ida) ; 
nd [not to exceed $1,220,000 for personal services in the District of Columbia 
exclusive of ten persons from the field force authorized to be detailed under 
iw (19 U. S. C. 1525); $40,500,000], awards of compensation to informers as 
thorized by the Act of August 13, 1953 (22 U.S. C. 401) ; $49,000,000." 


EXPLANATION OF ESTIMATE 


The program of the Bureau of Customs is to effectively and efficiently perform 
major functional responsibility of administering the provisions of the Tariff 
Act of 19380, as amended. Operationally, this involves the processing of all mer- 
handise, carriers, and persons entering the United States in a manner so that 
nternational trade is facilitated, the revenue is protected, and all harmful or 
egal importations are excluded. Certain navigation laws, and the laws and 
egulations of many other Government departments and agencies affecting im- 
ts and exports, are also administered or enforced by Customs 
As an enforcement organization, customs is concerned primarily with com- 
ting smuggling and frauds on the revenue, and also enforces the regulations of 
ny other Federal agencies. These agencies include the Treasury's Internal 
Revenue Service (customs collects internal revenue taxes on imported merchan 
), Bureau of Narcotics (the exclusion of narcotics is one of customs’ primary 
responsibilities, and close cooperation is maintained on other narcotics problems), 
d the Bureau of the Mint (customs guards against illegal exportations of gold, 
nd sees to it that imported gold gets into the proper channels). Customs works 
nd in glove with the Immigration and Naturalization Service, and at some 
places performs the entire immigration function. Similarly, at other places, 
mmigration officers perform both customs and immigration functions. Several 
Department of Agriculture bureaus make use of customs’ frontline position to 
enforce quarantines on plants and farm products and to police import quotas 
Close cooperation is maintained with the Public Health Service. Customs also 
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TREASUR 
enforces the Export Control Act on behalf of the Department of Commerce, tad = 
funds are transferred from that Department for this purpose. Customs contro, | int “ 
exports of munitions for the Department of State and of fissionable and rely 2 5 x 
materials for the Atomic Energy Commission. 


In each case, customs perforns 
essential functions which could not be performed by the other agencies except 
prohibitive expense. 


Customs’ workload during fiscal year 1953 reached all time record heighy a 
Nearly every major category of workload substantially exceeded the estima ~ gi 
shown in the 1953 column of the 1954 budget. Formal entries totaled more th S 
981,000, 12.5 percent higher than 1952, and nearly 50,000 entries above the prey 
peak year of 1951. Nearly 118 million persons entered the United States fr 
foreign countries during last fiscal year, a large increase (12.1 percent) over 
previous year. This was the second year in succession when the increase « 





the prior year exceeded 10 percent. The number of automobiles, buses, vesse\ 6 8 
aircraft, and other carriers of persons or merchandise arriving from foreig a 
countries totaled nearly 31 million, an increase of 8 percent over 1952. 

The volume of importations by 


mail continued its strong upward tren » 
Nearly 28,500,000 foreign mail packages were received, or 12.2 percent mor 
than in 1962 


Of this number, 2,022,000 were examined for customs purpos R | $44 
The number of entries covering merchandise imported through the mails reached = me 
650,000, 11.4 percent above 1952 


Although only a portion of fiscal year 1954 has passed, most workload volumes 

for this year are continuing to show increases over comparable periods of las 
year. It seems likely that new record highs will be recorded again this fis 
year 


Congressional approval of the Customs Simplification Act of 1953, approve 
August 9, 1953, was of major importance to the customs service. Numerous 


procedural simplifications have been and are being made, under the authority 
this levislation 





thro 
1949 


44 


One of the most significant actions stemming from the Customs * 
Simplification Act was the elimination of 100 percent verification of entry lig . x 
dations by comptrollers of customs. The selective verification of such liquid “ 
tions now in effect releases manpower which is being applied to reducing press 


huge backlog of unliquidated entries in collector's offices, and eventually 
permit ¢ 


45 
1 


Ww 
1 net reduction in customs personnel devoted to liquidation activities 


Other significant provisions, such as the elimination of touring permits, hav 
permitted our border staffs to process the large increase in vehicles entering 
without serious delays or harassment to travelers. 


fis 


§41, 834 


lu4 


data, 


The estimate does not provide funds to cover the net cost of within grade and 
longevity promotions required by law. Based on this Bureau's experience, the 
estimated net cost of these promotions in fiscal year 1955 is $448,800. The cash 
cost of these promotions has the effect of reducing the average employment 
obtainable from the 1955 estimate by about 114 average positions. The large 
amount estimated for 1955 results directly from the reclassification of inspe 
tional positions, effective August 2, 19538, which removed a large number of 


customs employees from the top-of-grade category and made them eligible, agai 
to receive within-grade promotions. 


load 


work 


Significant 


ra;r 


mw meiner Y 





Normal entries files 


~~ 
ry 
_ 





TREASURY AND POST OFFICE APPROPRIATIONS, 1955 255 














ree - “ ’ ~~ ae ol “ 
< Ny > : 
ie i De ‘ inaee i =z | Sagi 
- - > ' x x 
vert f oa 
Xcey x 
he ‘ bee) ee <a: 2 asig-> 
i < sie int = ~ - : 
a * . . 4 ~ 
) : i + VSris Lo 4+" Sk ¢ 3 
‘ x ~ Tn) > — - 
prev Ee, L, x > os 
te & 
ove 
ae x hh = wrx a 2 82 =¢ - 4 
; ; Sas | Se afSen> > i+ z = 
, t ? N t~ @ t — 
Ves eS! 4 - 
- x - rt x > 
1 foreig , . 
Sins 3 
z 
a 
“dtr 
ao °| SRe co-gne| S58 $3\8. 
2 - 3 _ = ‘ 
pur 5 ; , 
- ; 3 = % SS\8 
s re - ve P $= 
: ; 2 t 
l voli : 
ew a 2 . "¢ x x x - - 
his as|SiaSac8es| Seu] 35) Sse 
: > ; a . ’ - y : 
R S : é\; 
2\@ i . > \& 
app! ” pee ; 
nN x 
Numer s 
thor 
» Cust 2 = 3 pon aos rat > 5 ee “ 
. o~ Nt x so +2 > Arve 
itr - : - 
i + , . : z — . - ~ AS ry 
h li = & > > & aS 
is pre 2\< : eicl ia |< 
unAlly w 2 
activities - : od 7 aw : 
“> = “ ¥ u = iy 
nits, hav : y ; = ; 4S > z 
. ~* x t * —-= w : 
3 enter = : see \S > K : 
1 : : ai 
grade : 
‘ience, t 
The cast 
nployme 
The lar 
of insp 
number 
ble, a : 
z > 5a ':e@ & 3 * ¢ 









































































256 TREASURY AND POST OFFICE APPROPRIATIONS, 195 


REDUCTIONS 


1. Reductions in full-time personal services: 

(a) It is estimated that reductions will result from operating 
and procedural improvements made possible by the Cus 
toms Simplification Act of 1958 (Public Law 243, 
approved Aug. 8, 1953) and from numerous other oper- 
ating and procedural improvements which, it is believed, 
will result from further intensification of this Bureau’s 
management improvement program and from a broader 
application of the principle of selective inspection and 
and supervision of imports, particularly those coming 
in through seaports of entry. It is anticipated that the 
results will be accomplished largely through the nonfill- 
ing of existing positions as they become vacant. It is 
expected that such reductions will be effected primarily 
in seaport inspectional operations and will amount to 

(b) In addition to the actual savings in 1955 estimated to 
result from the application of the Customs Simplification 
Act provisions, the provision in the act which authorizes 
the Secretary of the Treasury to determine the extent 
to which comptrollers of customs shall verify the col- 
lectors’ liquidation of entries is expected to release ap 
proximately 50 liquidators from the comptrollers’ offices, 
and permit their reassignment to the various collectors’ 
offices, where large backlogs of unliquidated entries have 
accumulated. Accordingly, it is planned to transfer 
these 50 liquidator positions from the comptrollers’ 
activity to the collectors’ activity for 1955. It is not now 
clear whether it will be possible to bring the backlog of 
unliquidated entries now existing in the collectors’ offices 
under control during 1955. To the extent that this is 
possible, however, actual reductions in the liquidating 
force will be reflected in the estimates for 1956 and sub 
sequent years. Estimated reduction to 1955 base for 
activity 4 

Reductions in other personal services: 

(a) Day labor. Steps will be taken to curtail the use of in 
termittent day labor so as to effect a reduction from the 
amount estimated for 1954 by i shared 

(b) Overtime, act of 1945. Through the elimination of the 
port patrol rolleall at New York and careful control of 
other FEPA overtime assignments, it is believed that 
the 1955 estimate for this item of expense can be 
reduced by . 

(c) Overtime, act of June 8, 1944 It is believed, as a result 
of certain simplifications in border operations made pos 
sible by the Customs Simplification Act of 1953, and 
careful scheduling of Sunday and holiday tours of duty, 
the 1955 estimate for this item can be reduced by 

3. Reductions in other objects of expenditure : 
(a) Travel. It is planned to curtail official travel during 1955 
in the amount of ; 
(0b) Transportation of things. A survey is being made to deter- 
mine whether increased wharf examination will permit 
a reduction in the number of examination packages 


" 
~: 


carted to the appraisers’ stores. If such action is 
found to be feasible, it will reduce the estimate for this 
item by 

(c) Rents. Pursuant to Reorganization Plan No. 18. the 


General Services Administration, Public Buildings Serv- 
ice, is assuming in fiscal year 1955 certain rents and util- 
ities costs which here heretofore been paid from “Salaries 
and expenses, Bureau of Customs.” Accordingly, the 
1955 estimate for this item is being reduced by ie 
(d) Printing and reproduction. It is planned to curtail print- 
ing and reproduction costs in 1955 by 
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REDUCTION s—continued 
PR ons in other objects of expenditure—Continued 
, ) Other contractual services. It is planned to curtail other 
contractual services costs in 1955 by , $20, 000 
Supplies and materials. It is planned to curtail supplies 
and materials costs during 1955 by biecteebebtiidied 10, 000 
») Equipment Principally through the curtailment of scale 
purchases, it is planned to reduce equipment obligations 
during 1955 by 50, 000 
foetal reductions , 800, 000 
ADDITIONS 
. nsfer of Liquidator Positions from Comptrollers’ to the Collectors’ 
a4 Offices 
As indicated under item 1 of reductions, above, it is planned to 
transfer 50 comptrollers’ liquidators to the collectors’ oifices in 
order to reduce the huge backlogs of unliquidated entries now 
on hand at those offices. This reassignment represents a tempo- 
rary increase in the liquidating force of the collectors of cus 
toms. This additional staff will be eliminated gradually as 
backlogs are brought under control. As is indicated above, the 
actual reduction in personnel will probably be reflected in the 
estimates for fiscal years 1956 and subsequently 800, 000 
Total additions 300, 000 
Net base adjustment (reduction) 500, 000 
EXPLANATION OF LANGUAGE CHANGES 
Aside from the budgetary amounts, three language changes are recommended: 
Delete the phrase “examination of estimate of appropriations in the field 
200, Oe s language has been made unnecessary by section 1314 of Public Law 207, 
\ ( Ss, proved August 7, 1953, which established this authority as 
r egislation 
Delete the phrase nd not to exceed $1,220,000 for personal services in 
50, 00 District of Columbia ex isive of 10 persons from the field force authorized 
detailed der law (19 U. S. C. 1525).’ This change would de the 
ion on the amount which may be paid for personal services in the District 
{ mbia This limitation was established many years ago when it was 
that there mi levelop too large a Washington staff unless a specific 
10, 0 g was prescribed. The Bureau of Customs has moved very strongly in 
osite direction, namely, toward gt r and r decentralization of 
sibility and authority to field offices The Wa 1dquarters staff 
ited in the following justification, provides with (a) voliev 
nee and direction; (0) advice and decisions, administra 
1) OM) vitl respect » tl { hnical ST Ss of! tion (ee) 
n on it e fields of budget, 1 ment, personnel, fis 
st ices eT itions and ad) oord nation, representati« n 
OM tw larters offices of other Government agencies and bure 
nd costs are clearly segregated and set forth as a separate activity under 


eading “Executive Direction.’ Full control over headquarters staffing and 
an easily be maintained through the examination of this activity It is 
ved that the existing limitation is l 
} 


ni nnecessary. Its elimination will also 
e possible some simplification in the accounting operations of the Bureau 














Oo OO isert the phrase “awards of compensation to informers as authorized by 
ct of August 18, 1953 (22 U. S. C. 401) Public Law 264, approved August 
53, made all provisions of law relating to the seizure, forfeiture and cot 
lation for violation of customs’ laws, and all related provisions of law, 
able to export control violations. The law provides, however, that 
wards of compensation to informers under this section may be paid only out 
5. TO) f funds specifically appropriated therefor.” 


Such awards of compensation are payable by this Bureau in connection with 

» any) ations under the Gold Reserve Act, the Narcotic Drug Import and Export 
Act, the Neutrality Act, the Marihuana Tax Act, or other similar legislaticn, 
the export control features of which are administered by the Bureau of Customs 
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under its regular appropriation “Salaries and expenses, Bureau of Custo: 
Accordingly, authority to make such awards of compensation to informers 
export control cases is requested. 

A similar insertion is being requested in the export control appropriation 
the Department of Commerce, a portion of which is transferred to Cust 
for enforcement of the Export Control Act of 1949, as amended. 

When the two language insertions have been made, both of the appropriations 
from which the Bureau of Customs would pay such awards of compensatic 
would be adequately covered. No change in the budget estimate is cont 
plated by reason of this additional language. 
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ROpUCTORY STATEMENT OF DAvip B. STRUBINGER ACTING COMMISSIONER OF 
CUSTOMS 


Mr. Chairman and members of the committee, we are appearing before you 
today to present the appropriation estimate of the Bureau of Customs for fiscal 
vear 1955. Before going into the estimate itself, I would like to refer briefly to 
the significant developments which have occurred since last we appeared before 
this committee ; to the current volumes of customs workload; and to the problems 
which we face now and for fiscal year 1955 


CUSTOMS SIMPLIFICATION ACT 


Of major significance to the Customs Service was the passage, early in August, 
of the Custems Simplification Act of 1953. The provisions of this act became 
effective on September 7, 1953, 30 days after its approval by the President. Many 

the simplifications in procedures were placed into effect immediately. Others 
required careful planning, and in some cases testing, before the benefits of the 
new authorities can be fully realized. Many unnecessary hinderances to foreign 
trade, such as the special marking provisions which were in effect prior to the 
passage of the Simplification Act, and many harrassing procedures, such as the 

quirement that special penalty duties be assessed when the appraised value of 
mported merchandise was found to be in excess of the entered value, have been 
eliminated, thus expediting customs’ processing and easing the difficulties faced 
by importers and brokers. Budgetarily, one of the most significant effects of 
the Customs Simplification Act was the elimination of the requirement for 100 
percent verification of entry liquidations by comptrollers of customs. The selec- 
tive verification of such liquidations now in effect releases manpower which is 
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being used to reduce the present huge backlog of unliquidated entries in th 
lectors’ offices. It is hoped and expected that this backlog will be eliminateg 
the end of fiscal year 1955, and that eventually a reduction in the total liquida: 
ing staffs of the collectors and the comptrollers can be effected. Other Custo, 
Simplification Act procedural changes which have budgetary significance in 
(1) the simplification of procedures involved in processing American goo 
turned; (2) simplified requirements with respect to the processing of touris: 
entering from foreign countries, and, as mentioned above, the elimination of {j 
need for filing amended entries when the value found by the appraiser is higho 
than that shown on the original entry. In addition, a very important step was 
taken when a system of selective inspection of passengers’ baggage was instity; 
This system has materially relieved major passenger entry ports such as \y 
York, including Idlewild Airport, Miami Airport, and San Francisco. Howeyor 
fears have been expressed by State agencies and agricultural interests that this 
selective examination might inadvertently permit the introduction of diseas 
plants or plant products or of such articles containing foreign pests. The co) 
plaints of these parties are being given careful consideration at the present tin: 
In a further effort to reduce our operating costs, we adopted a revised met! 
of printing our large marine publications with annual savings approximat 
$25,000 to $30,000 per year. 

Customs collections and workload continue the steady upward climb whic) 
has characterized the postwar period. In fiscal year 19583 customs collection: 
reached the alltime high of nearly $830 million and it cost 4.9 cents to collec: 
each dollar. Nearly $11 billion worth of foreign merchandise of infinite varie: 
was cleared by Customs. More than 200,000 vessels and ferries, as well 
nearly 96,000 aircraft, entered our country last fiscal year. Nearly 31 wmillio: 
automobiles, buses, trucks, and trains entered during the same period. This 
latter figure becomes even more impressive when it is realized that on the 
average 58 such vehicles entered the United States during every minute of the 
year, or nearly 1 every second. All of these carriers brought in almost 118 
million persons, with more than 26 million pieces of baggage. 








ENFORCEMENT 


In the enforcement area during 1953 Customs has faced four major problems 
First, our continuing fight is against the smuggling of nareotie drugs ar 
marihuana, principally from Mexico and the Orient; second is the smuggling 
of cut diamonds from Belgium; third, the smuggling of birds of the psittacine 
family from Europe via Mexico; and fourth, the smuggling of arms. ammunitior 
and implements of war from the United States to the Republics of Mexico ar 
Ouba. 

I am only mentioning these highlights of the enforcement picture, as Deputy 
Commissioner Chester A. Emerick, who is in charge of the Division of Invest 


re 


gations, is here prepared to give a more detailed statement, if you so desire 


APPRAISEMENT 


The primary responsibility of the customs appraisers is to determine the 
dutiable value of import merchandise. In this important area of work, despit 
a substantial improvement in the individual productivity of appraisement em 
ployees, a dangerously large and steadily growing backlog of incompleted work 
has accumulated. Fifteen years ago the total appraisement staff of 1,338 en 
plovees completed action on 885,000 invoices, or 660 per man-year. In 1953 
1,055 employees processed more than 1,450,000 invoices, thus increasing the 
average man-year production to approximately 1,375 invoices per man, or by 
nearly 110 percent. This large increase in individual productivity has bee! 
made possible by an intensive and sustained training program for appraise 
ment officers, the development of improved and simplified appraisement pri 
cedures, and close coordination and supervision of all field officers, work by 
headquarters staff. A substantial amount of uncompensated overtime work 
has also been put in by field personnel. 

Despite this productivity increase, the huge increases in imports have resulted 
in a backlog on hand at September 30, 1953, of over 212,000 invoices more than 
30 days old. Without a dutiable value, of course, the collector cannot make his 
final assessment of duties and cannot liquidate the entry. This backlog is one 
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ir most serious problems at the present time and one to which we are devoting 
rge amount of time and effort in searching for ways in which to bring it 
winder control. 
DUAL RESPONSIBILITIES OF CUSTOMS 


previous introductory statements I have called attention to the dual 

wonsibilities of the customs service. We are both a revenue producing and a 

ce and enforcement organization of the Government. The volume and 

id to be performed by customs is largely outside our administrative con- 

and a very considerable part of our work requires immediate handling. 

ersons arriving at our seaports, border ports, and airports expect to and should 

n customs clearance immediately. Similarly, prompt clearance of equip- 

nt of railroads, steamship lines, aircarriers, and other transportation facilities 

; highly important to the profitable operation of those companies. I have also 

emphasized, and I believe you are all familiar with, the many functions which 

s istoms performs on a day-to-day basis for other agencies of the Government. 

In each case the functions performed for these agencies are closely associated 

th regular customs work and it is far more economical on a governmentwide 

isis for customs to carry out this work than it would be for each of the agencies 

olved to do so. The work performed for other agencies is generally not 

flected in the workload figures for our Bureau, but the use of customs man- 

wer is required, thus increasing our operating costs and adding to the com- 
exity of administering our overall job. 


WORKLOAD— PAST AND PRESENT 


I mentioned near the beginning of this statement some of the key workload 
tems for the past fiscal year. The year-by-year postwar workload of this 
Bureau is shown in tabular form at the beginning of our formal submission, and 

detailed by activity throughout the presentation. I will, therefore, hit only 
he highlights here and bring the figures up to date from last June 30, the end of 

al year 1953. The number of formal entries filed was more than four-fifths, 
or 81 percent, greater in 1958 than it was in 1947; the first 4 months of fiscal 
year 1954 have exceeded the comparable period in 1953 by 5 percent. Carriers 
of persons and merchandise entering the United States ports were 70 percent 
greater in 1958 than in 1947. During the first 4 months of fiscal year 1954 carriers 
arriving exceeded the 1953 figure by almost 8 percent, while the number of per- 
ons entering dropped off by 1 percent. Against these workload increases, 
istoms manpower was 10.5 percent lower in 1953 than it was in 1947 and is 
down still further in 1954. For convenience in reading, the following table 
summarizes the comparative statistics of major workload items and average 
nployment of the Bureau of Customs. 








| | | 
} “ie irst4 | First 4 ; 
Fiscal year | Fiscal year —_ ‘months months ie 
1947 1953 change | 8 oa | fisc ape | change 
Forma] entries filed O81, 414 +81. 1 313, 691 +-5.1 
rriers arriving 30, 933, 622 +-70.4 | 11, 672, 915 +7.7 
rsons arriving 117, 917, 217 +-49.4 | 45, 288, 745 —1.2 
Packages examined at appraisers’ 
stores foil f onuma 462, 416 686, 842 +-48. 5 233, 064 227, 490 —2.4 
Invoices received : 925, 123 1, 496, 695 | +61.8 474, 252 506, 228 +6. 7 
Customs manpower (average posi- 
tions nonreim bursable) 8, 787 7,866 | —10.5 7, 854 7, 624 —3.3 
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ESTIMATE FOR FISCAL YEAR 1855 


The 1955 estimate for this Bureau is $40 million, a reduction of $500,000 fro 
the $40,500,000 appropriated for 1954. The decreases contemplated in this est 
mate are as follows: 


1, Reductions in full-time personal services costs $245, : 
It is estimated that a reduction of about 53 emplovees will 
result from operating and procedural improvements made pos- 
sible by the Customs Simplification Act of 1958 and from nu- 
merous other operating and procedural improvements which, it 
is believed, will result from a further intensification of this Bu 
reau’s management improvement program and from a broader 
application of the principle of selective inspection and super 
vision of imports, particularly those coming in through seaports 

of entry 

These reductions, of course, do not include those that will be 
necessary in order to meet the net cost of within-grade and 
longevity promotions during fiscal year 1955. As indicated in 
the formal statement, it is anticipated that from 100 to 114 
additional employees will be lost through this item of unpro 
vided-for expense, the exact number depending upon the average 
salary of the employees separated. 

It is hoped that most of the reductions can be accomplished 
through the nonfilling of existing positions as they become 
vacant. 

2. Reductions in day labor and overtime expenses are estimated in 
the total amount of ‘ . a 90, 000 
5. Reductions in other objects of expenditure, ranging from travel 
through equipment, and including a transfer of certain rental costs 
to the General Services Administration are expected to total______ 164, 500 


{¥ 
Pon 


500, 000 


Tn addition to the above net reductions, a transfer of 50 liquidators at $300,000 
has been made in the appropriation base from the comptrollers’ activity to the 
collectors’ activity. As was mentioned above and as is discussed in the formal 
submission, this transfer represents the reassignment of comptrollers’ liquida 
tors to the collectors’ offices for the purpose of reducing and eventually elimi- 
nating the present huge backlog of unliquidated entries on hand in the collectors’ 
offices. 

Mr. Chairman, this completes my formal statement and I shall be glad to dis 
cuss with the committee any points on which there may be questions. 


Total reductions to be effected 


MANAGEMENT IMPROVEMENT PROGRAM 


Senator Dirksen. You may proceed, Mr. Strubinger. 

Mr. Srrustncer. Mr. Chairman, I might say that one of the rea 
sons that we feel that we can get along with less money this year is 
because of the very vigorous management improvement program, 
and also because of the passage of the Customs Simplification Act, 
which permitted us to make several procedural changes and organiza- 
tional changes whereby we deployed personnel in one office to a back 
log of work that existed in another office. 

Senator Dirksen. Let me ask at that point, if that is the result of an 
effort initiated in the Bureau itself, or was there some management 
concern from the outside brought in on a contract basis? 

Mr. Srrusiveer. Back in 1947 McKinsey & Co., in making a sur 
vey of the customs service, recommended quite a number of legisla 
tive changes, one of which was to eliminate the necessity for 100-per 
cent verification of entry liquidation in our Comptroller’s offices. 
That item was carried into this Customs Simplification Act. It is as 
a result of this change that we have been able to make these major 
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mprovements in our detailed audit work. There were something 
ke 180 or 190 recommendations made by McKinsey & Co., most of 
shich, by administrative action, we were able to put into effect. 


CUSTOMS COURT 


Senator Dirksen. I wonder if you would tell us a little something 
ibout the coordination between the work of the Bureau and the cus- 
toms court. 

Mr. Srruprncer. Well, actually, we, of course, have no dual respon- 
sibility with the customs court. 

Senator Dirksen. That I realize except, of course, that it is through 
the work of the Bureau that, one way or another, at the instance of 
mporters mainly, 1 suppose, this work then finally finds its way to 
the customs court. 

Mr. Srrusincer. That is correct. Instances of that kind would be 
where we would make a determination of a classification rate which 
the importer was not in agreement with. In that event he would file 
what is known as a protest, and under the law the case then is auto- 
matically referred to the customs court for hearing, and a decision is 
then made by the customs court which either affirms our decision or 
orders a change in our decision with respect to classification. 


RULE OF SIMILITUDE 


Senator Dirksen. The reason I raise that question is I saw a figure 
not too long ago which indicated that because of some deficiencies in 
our Tariff Act, for one thing, and because it has not been brought 
abreast of the times, you get such anachronisms as having to inter- 
pellate schedules so that nylon, for which there was never any pro- 
vision made, is treated as wool if it is crinkled, and treated as silk if 
it is uncrinkled. Is that correct? 

Mr. Srrusinger. That is correct. Of course, the original Tariff 
\ct did not contemplate synthetic fibers, and we have had to classify 
those by rule of similitude, and by using that we compare them with 
various other products which are provided for specifically in the 
lariff Act, and come up with sometimes some very odd classifications. 

Senator Dirksen. I understand also that in the Tariff Act there is 
no mention of radar or radar parts. 

Mr. Srrupineer. That is right. 

Senator Dirksen. So that by the doctrine of similitude you have 
to give it the duty that would apply to clocks? Is that correct? 

Mr. Srrupincer. If the rules of similitude can be applied. Now 
the rules are: Use, material, texture, and quality. But you have to 
find at least one of these elements present before you can apply the 
rule of similitude. In that event we could use a “not specially pro- 
vided for” paragraph. It might be under machinery, it might be 
nder electrical equipment, or it might be under something else. 


CLASSIFICATION CASES 


Senator Dirksen. Now I understand that as a result of our failure 
thus far to bring this up to date and make it thoroughly functional 
that there is accumulated in the customs court in New York and else- 
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where 83,000 classification cases. 
substantially correct ? 

Mr. Srrusrncer. My recollection is that that is correct. 

Senator Dirksen. You keep in touch pretty well with the volume 
of business before the court, do you not ? 

Mr. Strusrtncer. Of course, as I say, there is nothing we can do— 

Senator Dirksen. That I understand. . 

Mr. Srrusincer. They have had an increasing volume. However, 
I might say, not in defense of the court but to give them a pat on the 
back, that they have been doing a very good job the last year or so 
Their hearings on cases and their outturn cases have been mucl 
larger in the last year or two than in the previous years. 

Senator Dirksen. When they speak of all the classification cases 
that means actually classifying the merchandise to see what duty it 
would take. 

Mr. Srrusrncer. That is right. 

Senator Dmxsen. After the classification is made probably a pro- 
test is lodged on the part of the importer, so the case goes to the court. 

Mr. Srrvupincer. That is correct. 

Senator Dirksen. Do you have some idea of what the oldest cases 
are that are pending in the customs court today, just a guess perhaps! 

Mr. Srrusincer. Well, I certainly know some of them are more than 
10 years old. 

Senator Dirksen. More than 10 years old? 

Mr. Srruprncer. Yes. I might say this, Mr. Chairman, that the 
85,000 cases you speak of are not individual classification issues 
There may be one case with three or four thousand protests on it. So 
it does not represent 83,000 issues by any means. 


Would you say that is about 


VALUATION CASES 


Senator Dirksen. Would you say the same thing was true of the 
valuation cases? I am informed that there were 60,000 valuation 
cases. 

Mr. Srrunrncer. That is true. 

Senator Dirksen. But a valuation case in every instance would have 
to be an individual case? 

Mr. Srruprncer. It would, but the same principle might be involved 
in any number of cases. 

Senator Dmxsen. Why should there accumulate such a volume of 
valuation cases? The classification cases I can understand. The 
value item is quite another thing. 

Mr. Srrusincer. You might have an issue such as we had one time. 
as to whether or not the British purchase tax should have been in 
cluded in our value. Those cases hung fire for 2% or 8 years. and we 
finally took it to the Supreme Court, as you probably remember. In 
that particular issue we had 8,000 or 10,000 cases. Now, I 
I cannot recall any particular value case where there are a large num 
ber of appeals pending, but I am sure that in the number that vou 
mentioned there must be many cases where the same issue is involved. 

Senator Dirksen, I just have to familiarize myself with the tech- 
nique, although T have visited your establishment in New York and 
spent a couple of days there. These things all come in on a manifest 
that finally gets to one of your men in the field at the port. Then 
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ou probably make a preliminary check at the outset, and it goes 
rough the regular procedure of determining classification and valu- 
tion. Then it is inscribed on the books there. 

Mr. Srrusincer. That is correct. 


SIMPLIFICATION OF PROCEDURES 


Senator Dirksen. What relief has the Bureau had as a result of 

mplification of procedures that we tried to make effective, assuming 

ey were made effective last year? I see, for instance, you mention in 
your statement here that there are unnecessary hindrances to foreign 
trade that have been disposed of. And you include special marking 
rovisions. Youmight amplify that a little, if you would. 

Mr. Srrurincer. Well, the Tariff Act of 1930 requires, with respect 
to cutlery, scissors, and one or two other items, that, in addition to 
the country of origin, the name of the manufacturer had to be included. 
ind in addition to that it provided that if the article came into this 
ountry not properly marked, contrary to other merchandise where we 
would permit them to mark it in the Customs custody, these things 
ould not be marked, they had to be exported. The Simplific ation Act 
hanged that law to, first of all, eliminate the necessity of showing the 
name of the manufacturer, and then also permitting the importer to 
mark the country of origin on the article if it was not marked by the 
time it arrived in the United States. It wasa great help to people who, 
through no fault of their own, got a shipment of some item that was 
not properly marked. 


VERIFICATION OF ENTRY LIQUIDATIONS 


Senator Dirksen. What is this item “Verification of entry liquida- 

; by comptrollers of customs,” which I understand has been elimi- 
nated ? 

Mr. Srruprncer. There was a requirement in the law that an organ- 

on known as the comptrollers of customs, there being seven, who 
have the jurisdiction of auditing, make a determination of classifica- 
and the amount of duty due for all the collection districts. The 

iw required that the liquidation of the entry, which is, in effect, the 
determination of the duty due, be done by an original verification by 
the comptroller, so that, in effect, we had our collector making a finding 
of the duties due, and we had our comptroller, who is in another office, 
doing exactly the same job : all over again. And for years we have all 
elt that modern accounting practices do not require 100-percent check. 
We have been endeavoring to have that eliminated from the law so that 
we could use, by a spot-check method or judgment, sample method, a 
verification that would give us the controls we needed but still would 
ot require the amount of time and effort that is required under the 
old law. 

Senator Dirksen. What actually would be the budget impact of 
simplifying that procedure relating to the return of American goods? 

Mr. Srrusrnecer. Not too much, sir. That was more a relief on the 
part of the importers who had to go through what we felt was useless 
redtape in order to present enough information and evidence to get the 
allowance that they were entitled to. There were a number of these 
items in the Simplification Act that did not result in any great saving 
of manpower. 


‘ 
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PROCESSING OF TOURISTS 


Senator Dirksen. What about the processing of tourists as they 
go through customs? 

Mr. Srrunineer. The major thing in the processing had to do wit! 
the elimination of the necessity of issuing touring permits to persons 
who came in who drove their automobiles. At one time. under th 
existing Tariff Act, if a person came in from Canada or Mexico wit 
an automobile we had to treat that automobile under a provision of 
a 6-month bond entry. We avoided that somewhat by issuing hin 
what is known as a touring permit, but the result was we had to hold 
him up at the border to write out quite a long document which he 
had to present when he went out. The Simplification Act eliminated 
the necessity for the touring permit. 

Senator Dirksen. I have often wondered whether all the countries 
would become sensible enough some time to develop a uniform, stand 
ardized system that would probably operate on a card basis. In such 
a way the whole business would pretty well show and eliminate the 
procedure of making out long lists on the airplane, the vessel 
the customs offices in different sections of the world. 

Mr. Srrupincer. 


» OF In 


That sort of thing has been done with respect to 
our air traffic, Mr. Chairman, through the Air Coordinating Com- 
mittee and the Air Facilitation Committees. We have drawn up 
uniform manifests which are used by all countries for both immigra 
tion and customs purposes. 


This document is used rather universally 
throughout the world. 


[t has been a big help. It is a very much 
simplified document from what we used when we first started out 
[t is a big help to the airlines in the speeding up of the processing of 
an airplane. 


INSPECTION OF PASSENGERS’ BAGGAGE 


Senator Dirxsen. Now, I notice also that you have instituted 


i 
more selective inspection of passengers’ baggage. 


Mr. Srruntnerr. Yes, sir. 

Senator Dirksen. IT wish you would amplify that a little. 

Mr. Srrusrneer. Well, the problem of examining passengers’ bag 
gage has grown from year to year. As an example, the number of 
passengers or number of persons entering the United States has in- 
creased from 1947 when it was 78,900,000 to 125 million in 1954. So 
that without the additional personnel, and actually our personnel is 
less than we had in 1944. we had to devise ways and means of handling 
this tremendous number of increased passengers and not delay them 
unduly. 

Actually, when we speak of a baggage examination IT am sure that 
in coming through customs you will have noticed that our customs in- 
spector has never given the ordinary person a 100 percent examina- 
tion, in that he picked up every article in the suitcase or bag and 
went through it thoroughly; it was, for the most part, an examination 
based on judgment and experience of the inspector and what he 
thought was necessary. Well, we decided that we would more or less 
affirm this procedure by changing the rules a little bit in that we 
would tell him that insofar as the ordinary passenger was concerned, 
and if he had no reason to believe that the passenger should have 
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re than the ordinary examination, that he could confine himself 
9 examination of one piece out of all the baggage this person might 
have. And in doing that we have, of course, speeded up the process 
of handling our passengers, and, we feel, with little or no risk to our 
enforcement efforts. 


REQUEST FOR LANGUAGE CHANGES 


Senator Dirksen. Now I noticed you are asking for three language 
anges. The first two, of course, are more or less self explanatory. 
But your third language change relates to the insertion of the phrase 
‘Awe of See Te to informers as authorized by the act of 

August 18, 19538 

Do you conte mpl: ite there that you want to be able to pay out of any 
f your funds the necessary awards to informers without having the 
requirement that there be a specific appropriation for it? Is that the 
purpose of it? 

Mr. Srrupincer. This particular provision enables us to pay for in- 
formation with respect to the violation of the export control laws 
which authority heretofore we did not have. We have always had 

thority to purchase information with respect to Saeees of cus- 
toms laws. However, as you probably know, we do enforce the export 
ontrol laws. We are entirely responsib le for seeing that merch: indise 
does not leave this country without proper license and that an ex- 
amination be made of it to see that it complies with the description 
on the export declaration. ‘There have been numerous instances of vio- 
lations. transshipme nt and so forth, and we have found that, as usual 
people know about it, and we felt that in order to encourage disclosure 
of information of this kind that if we could treat a violation of this 
kind the same as we could our own customs laws we could purchase 
information, and therefore it would help us to enforce the laws. 


NARCOTICS PROBLEM 


nator Dirksen. Of course, almost No. 1 on your list of enforce 
ment problems is the narcotics problem. 

Mr. Srruptneer. Yes, si 

Senator Dirksen. They gave me a pretty good indoctrination in 
the port of New York on that, but 1 think, for the purposes of the 
record, you might amplify a bit on the situation. Now what is the 
most current experience for the current fiscal year and what do you 
foresee in 1955? 

Mr. Srrurprnocer. Well. I might Say this as a starter, that we are 
only aware of smuggling insofar as the seizures that we make are con 
cerned, We, of course, do hear and read a lot about narcotics getting 
nto this country. We ‘in ok Male ve boda that the narcotics situation 

s bad as it has been in past years. However, at the present time 
we are studying a new method or a new procedure of enforcement at 
our major seaports. We are contemplating reducing the number of 
people who are assigned to fixed posts of duty in uniform and using 
nore people is an undercover capacity on the piers and docks and 
around the waterfront. We feel by doing that we will be able to get 
closer to the violators than we are by putting a man out in uniform. 

Senator Dirksen. How many people do you have on the Mexican 
border, for instance? 
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Mr. Srrusrncer. Enforcement officers; about 50. 

Senator Dirksen. Did you say 50? 

Mr. Srruprmnorr. Yes, sir. 

Senator Dirksen. Those are in addition, of course, to the border 
patrol of the Immigration and Naturalization Service that also keeps 
a weather eye open? 

Mr. Srruprncer. That is correct, sir. 

Senator Dirksen. I noticed this morning that when Mr. Mackey 
was testifying before the subcommittee on the Department of Justice 
estimates for 1955 that mention was made of 4 large seizures of 
processed marihuana totaling 233 pounds. There was some testimony, 
which I think comes through your Bureau or in cooperation wit) 
your Bureau, indicating a seizure of 1914 pounds of refined opiun. 
Do you have a pretty good first-hand idea of just how bad this nar- 
coties infiltration matter is across the Mexican border? Here we ar 
involved, you know, with only 3 or 4 items, but I just assume that 
there must be a volume of this business along the border at the present 
time. 

Mr. Srrusrncrr. There is. Briefly, this is the situation: From F) 
Paso east we have the problem of marihuana, and it is ever present 
because it is grown in almost unlimited quantities in Mexico. It 
grows like a weed down there, and the Mexicans gather it and clean 
it and bring it across if they are given an opportunity. 

West of El Paso our problem is mostly opium and heroin. T want 
to qualify what I said a minute ago when I said we only have about 5) 
enforcement officers. Of course, at every port and station along the 
Mexican border we do have customs inspectors. However, their pri- 
mary duty, of course, is processing people and merchandise, so that 
they are not out on either side of the station or their port of entry 
looking for smugglers. Now the 50 men I spoke of, their main duty is 
to stop the smuggling of narcotics and any other contraband, and 
they do that mostly by undercover work and by contacting informers 
and by purchasing information. 

Senator DirgseNn. I suppose you work rather closely with Mr. An- 
slinger and the Bureau of Narcotics? 

Mr. Srrupincer. Yes, sir, we do. 


INFILTRATION OF CUT DIAMONDS 


Senator Dirksen. What about your enforcement problem so far as 
the infiltration of cut diamonds is concerned? I see that those dia- 
monds are allegedly smuggled out of Belgium. 

Mr. Srrupincer. They are. 

Senator Dirksen. Do you maintain people over there who keep the 
whole business under surveillance somewhat so you can be informed 
before the smuggler has arrived ? 

Mr. Srruprnoer. Yes, sir, we do. I might say that just this last 
week one of our customs inspectors in Miami apprehended a woman 
with something like $225,000 worth of cut stones in her purse. 

Senator Dirxsen. So there is still a good deal of it going on? 

Mr. Strusrncer. There is still a good deal of it going on. And I 
do not pretend we are getting all of it. We do badly cripple them by 
getting seizures of a quarter of a million dollars or more every now 
and then. 
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Senator Dirksen. Those are cut diamonds? 

Mr. Srruprncer. Yes. 

Senator Dirksen. Now I will throw a $64 word at you. Are there 
not any lapidaries anywhere else in the world besides Belgium? It 
would appear that they are almost concentrated there. 

Mr. Srruptncer. Most of the diamond cutting is done in Belgium 
and Holland, as I understand it. And the market and the big diamond 
center of the world is there. The profits in diamond smuggling are 
manifold. There is only a 10 percent rate of duty on diamonds which 
of course the smuggler saves. However, a man smuggling the dia- 
monds out of Belgium, as an example, first of all avoids an export 
tax which the Belgian Government puts on; he avoids the 10 percent 
duty; and those diamonds, when they arrive in this country, un- 
doubtedly go into the black market, and they avoid the excise tax 
here, and probably the internal revenue tax. So that while the 10 
percent duty involved would never, in our opinion, warrant the risk 
of smuggling, but with all the other taxes that are involved it cer- 
tinly does. I would guess that the total tax all told involved would 
be close to 100 percent of the value of the diamonds. 


IMPORTATION OF NARCOTICS FROM ORIENT AND TURKEY 


Senator DirksEN. I have not looked at your tables here with re- 
spect to narcotics. Has there been an increase in narcotic importa- 
tion from the Orient, ‘Turkey, and sections of the Middle East, as indi- 
cated by the reports that you get from the field ? 

Mr. Srrupincer. Of course, there are no legal importations except 
those narcotics that are brought in for medicinal purposes. 

Senator Dirksen. What I mean is, of course, the seizures. 

Mr. Srrunineer. I do not have a breakdown of the places that the 
seized narcotics came from. However, in each of our seizures the 

eizing officer and our chemists, particularly our chemists, try to place 
the origin of the narcotics, and they are very successful in most in- 
stances, depending upon its purity and the type of container it is 
n, and things of that kind. I might say this, that we do have men 
doing narcotics work not only in this country but also in foreign 
ountries, and so does the Bureau of Narcotics. 


SMUGGLING OF BIRDS 


Senator Dirksen. I suppose the enforcement job that you refer to 
ere concerning the smuggling of birds of the psittacine family is 
aiid on because of the danger of psittacosis or parrot fever? Is 
that correct? Or is there another reason for it? 

Mr. Srrupincer. The smuggling, of course, is a profit operation. 
[he prohibition is one that the Public Health Office has put on. 

Senator Dirksen. Does pe relate to live birds? 

Mr. Srruprncer. Yes, si 

Senator Dirksen. | ‘lid not know that anybody was willing to 
bother about smuggling a live bird into the country. 

Mr. Srrupincer. It is quite profitable. 

Senator Dirksen. And it seems to have a particular point insofar 
as Mexico is concerned. Those are birds that come into Mexico and 
then from Mexico into this country ? 
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Mr. SrrRuBINGER. Yes, and some of those birds, we trace back I 
Holland. 

Senator Dirksen. Live birds? 

Mr. Strrupincer. Yes, sir. 

Senator Dirksen. How do they get to Holland? You are thinking 
in terms of tropical birds, are you not ? 

Mr. Srruprncer. I presume they were raised in Holland. I do not 
know that that fact has been developed. But we do know that som, 
of the birds that were smuggled into the United States from Mexico, 
came from Holland to Mexico. 

Senator Dirksen. Off the record. 

(Discussion off the record.) 

Senator Dirksen. Let’s put this on the record. 

Mr. Srrupsmncer. The prohibition against the importation of thes: 
mechanical birds is when the bird is clothed in feathers from wild 
birds. Now, if they used domesticated birds it would be all right, if 
they used the feathers of chickens, ducks, or canaries and then painted 
them or colored them, it would be perfectly all right. But there is , 
prohibition against the importation of wild bird feathers. That is th 
reason these birds have been held up. 

Senator Dirksen. How can an ornithologist in Chicago tell whether 
it isa wild bird or domestic bird ? 

Mr. Srrusincer. There are certain types of plumage that can b 
identified, and I am sure that they were identified as being feathers 
from wild birds. I am very familiar with that case, as a matter 
of fact. 

SMUGGLING OF ARMS AND AMMUNITION 


Senator Dirksen. I have an idea you probably are. 

Now we have the question of smuggling of arms and ammunitio. 
and implements of war. I note when last I was privileged to be in 
Florida for a couple of days that they grabbed some folks dow: 
there, and also up in New York, allegedly for smuggling arms and 
ammunition to Cuba. Would you like to venture a little interesting 
information on that subject? 

Mr. Srrupincer. Mr. Chairman, we have with us here Mr. Emerick. 
who is our Deputy Commissioner in charge of enforcement. 

Senator Dirksen. Mr. Emerick, come right up, please. 

Mr. Srrusincer. I have been covering quite a bit of his ground, 
and with your permission, I will let him take over. 

Senator Dirksen. So that the record will show it. this is Mr. Chester 
A. Emerick, Deputy Commissioner, Division of Investigations. 

That created quite a stir, Mr. Emerick. I am sure you are fully 
aware of it. I know of it only casually, of course, because I am like 
poor Mr, Smith—all I know is what I see in the newspapers. 

Mr. Emerick. The case that you have reference to, Mr. Chairman. 
involves certain political figures in Cuba who were formerly in con 
trol of the Government prior to the taking over of the Cuban Gov- 
ernment by Mr. Batista, and the Miami case to which you have refer 
ence is tied up with a New York indictment which was returned some 
several weeks ago, involving Senor Carlos Prio Socarras, deposed 
President of Cuba, and some of the members of his regime. The 
case will probably come to trial in New York during the latter part 
of the spring or early summer. 
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Senator Dirksen. Now, inasmuch as the matter must be judicially 
etermined, I would not ask you to go beyond any limit of propriety 

inything that you say. But, is it a fair question to ask whether 
or not there is some substance to the allegations that have been made ‘ 
If that is an unfair question you need not answer. 

Mr. Emerick. There is some substance; in fact, sufficient to obtain 
ndictments in the New York judicial district involving several of the 
pl incipal conspirators. 

We have also made seizures of arms and ammunition in which we 
an directly involve members of the conspiracy in the purchase and 
storage and transportation and the attempted unlawful exportation. 

Senator Dirksen. Now, other than Cuba, what about other Central 
r South American Republics¢ Do you have the same problem there / 
You do not have to mention any names. 

Mr. Emerick. We do from time to time, yes, sir, and we have cases 
pending now involving the attempted and also the unlawful exporta 

on of arms and implements of war to the Republic of Mexico. One 

ise is in the Western District of Texas. and the other is in Dallas, the 
Kastern District of Texas. 

Senator Dirksen. What is involved mainly’ Machineguns‘ 
(Grenades ¢ 

Mr. Emertck. No. The two cases in Mexico involve .388 Colt auto 
maties and .45’s, ammunition, and rifles of various calibers. 

Senator Dimxsen. I notice only this week that some gentleman 
vhose name does not have to appear was tried in the Federal Court in 
Baltimore. 

Mr. Emerick. Yes, sir. 

Senator Dirksen. He was allegedly sending airplane parts to the 
Middle East. Was that one of your cases ¢ 


EXPORTATION OF AIRPLANE PARTS BEYOND THE IRON CURTAIN 


Mr. Emerick. That was, sir. That was the exportation of airplane 
parts and engines to Poland behind the lron Curtain. 

Senator Dirksen. That is right. 

Mr. Emericr. It involved a man named Henry Lloyd Knight of 
\ir Union, Inc., He was convicted this week after a lengthy trial, and 
vill be sentenced, I believe, on Friday. 

Senator Dirksen. So your Bureau made the case ? 

Mr. Emerick. We made the case. We have investigative jurisdic 
tion over the exportation of arms, ammunition, and implements of 
war as proclaimed from time to time by the Persident, that is, unde: 
the Neutrality Act, sections 452 to 455 of title 22 United States Code. 


PERSONAL SERVICES 


Senator Dirksen. Now, Mr. Strubinger, you have a total of 7,557 
estimated positions for fiscal] 1955. Most of those, of course, are 1} 
your assessment, collection, tax, and fee division. Then. of course, 
there is a much smaller number on the appraisal of imported met 
chandise. You have a reduction over 1954 in personnel, do you not / 

Mr. Srrustncer. Yes, sir. It is minus 74 positions. 

Senator Dirksen. That is right. 
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Mr. Srruprncer. However, if I may, I would like to state for ¢), 
record that those 74 positions do not include an absorption of son, 
thing like a half-million dollars in increased mandatory costs, one of 
which is penalty mail, and the other is our automatic promotion costs 
That will amount to about a hundred additional positions. 

Senator Dirksen. IT hope it is not going to impair the efficacy 
your operations particularly in this enforcement field. This, I think. 
[ ought to say on the record, because when I spent 2 days in your off 
in New York, I heard a good deal about the necessity for more ) 
sonnel and improved pay. Incidentally, that always evokes so. 
sympathy in me, as a matter of fact. But, what we are concern 
with here is the efficiency of your Bureau at a time when the Congres 
would want it to be operated as economically as we know how. | 
esteem this to be a rather important function, and particularly wh, 
you get into the narcotics field. I am one of those oldtimers w! 
believes that the penalties of the law ought to be infinitely more seven 
than they are at the moment. There is a bill pending before th 
Senate that I introduced that would give it into the hands of a jur 
to determine whether or not to recommend a death sentence in a cas 
of willful sales to a minor, where virtually the life of a youngste: 
has been destroyed by the sale and use of narcotics. It adds ma 
terially, of course, to our enforcement problem all over the country 
These drives have to goon. I say with deep regret that Chicago, wi) 
to recent weeks at least, has been a little notorious and maybe no’ 
too far behind New York. But I see that a very able enforcement 
officer named Mr. Ayman has been doing a great job, and only withii 
the last week they have been bringing some of the leading violator: 
into court. I trust the judges will not be softhearted when it comes 
to meting out punishment. 

The narcotics business is a frightfully important thing. 

Mr. Struprncer. I can say this, Mr. Chairman, that certainly o1 
the score of heavier penalties we are very much in favor of it. On 
way to discourage narcotics traffic is to make the penalty just as st 
as you can-possibly make it. With respect to our plans and ow 
enforcement work for the next year, we do not intend to have any of 
this cut at all directed against our enforcement activities. 


INCREASED WORKLOAD IN 1955 


Senator Dirksen. Would you like to give us just a hint or two about 
what you anticipate by way of an increased workload in fiscal 1955’ 
We will insert some of these tables, but you can amplify it a little, | 
think, for the record. 

Mr. Srrustncer. We anticipated for 1955 in our formal entry work 
an increase of about 5 percent. However, I might say that whil 
our collections actually have fallen off as compared with last year, 
the volume of work is not down significantly. In our informal entry 
work we estimate an increase of about 214 percent; our export trans 
actions, about 8 percent; our carriers of persons, that is, automobiles 
and vessels and things of that kind, we feel is going to go up about 5 
percent. The number of persons arriving is going to go up about 5 
percent, we feel. Year by year all of these transactions have gone up 
anywhere from 5 to 10 or 12 percent. And, as I say, there is an indi. 
cation with respect to collections, however, that our workload increas 
is leveling off. 


TREA 


Senator Di 


according to 


Mr. STRUB 
Senator Di 


cate about W! 


Mr. STRUE 


were in 1953 


Senator D 


the collectio 
relatively cc 


Mr. Srrv! 


that the voh 
a person mis 
as our indiv 


work. It is 
this country 
merchandis 
may chang 
something ¢ 

Senator | 
vou would | 
' Mr. Srrv 

Senator | 
of House a 
here, and I] 
probably w 

It is goo 


STATEM 
C 


Represe 
delighted. 
Mr. Chi 
statement 
briefly. 
Senator 
entirety ? 
Represe 
(The st 


STAT 


Mr. Chai 
opportunit. 
in appropr 
entry of N! 

After ha 
suddenly s 
of letters 
the matter 
ization Se 
which to 1 
man, and 





nm 
’ 


ite fo; 
1 of 


sts, on 


tion costs 


fficn 

s, 1 
your off 
More py 
kes 
‘ONCE 
Co1 ir] 
ww. i 
rly \ 
ners w 
re seve 
‘fore t! 
of & Jul 
in il Cas 
oOungst 
dds ma 
count 
Cago, 
rybe ] 
rceme 
y with 
rlolato 


it Con 


Lindy 
me &) 
as st 
ind o 


TREASURY AND POST OFFICE APPROPRIATIONS, 1955 273 


Senator Dirksen. Now, your collections in 1953 were $830 million, 

cording to your testimony before the House committee. 

Mr. Srruprncer. Yes, sir. 

Senator Dirksen. Are we far enough along to interpolate and indi- 
ate about what the collections will be like for fiscal 1954? 

Mr. SrrusiNcer. We are running about 6 percent below what we 
were in 1953 at the present time. 

Senator Dirksen. What would be your reason for the estimate that 
the collections will be lower in 1955 but the workload will remain 
relatively constant ? 

Mr. Srrupincer. It sometimes happens that you have this situation, 
that the volume on an individual entry is less. In other words, where 
| person might order 100 gross he is now ordering 50 gross, and so far 
1s our individual work on this particular entry we have just as much 
work. It isa question of inventory. In other words, if the people in 
this country think they are overinventoried they place orders for less 
merchandise. That is the picture up to this time. However, that 
may change one way or the other. I am in no position to estimate 
something of that kind. 

Senator Dirksen. Now have you anything else, Mr. Strubinger, that 
you would like to say ¢ 

Mr. Srruprncer. No, sir, I don’t believe so. 

Senator Dirksen. Before you leave I see my old friend and associate 
of House appropriations days, Congressman Horan of Washington, 
here, and I am going to ask him to come up because I do believe he 
probably wants to testify on this Customs Bureau item. 

It is good to see you, Congressman. 


STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


PREPARED STATEMENT 


Representative Horan. Thank you, Mr. Chairman. I would be 
delighted. 

Mr. Chairman and members of the committee, I have a prepared 
statement here, but I think I can conserve time by summarizing it 
briefly. 

Senator Dirksen. Would you like to have the statement put in in its 
entirety ? 

Representative Horan. Yes, I would. 

(The statement referred to follows:) 


STATEMENT OF HON. WALTER HorAN, Firrra District, WASHINGTON 


Mr. Chairman and members of the subcommittee, I wish to thank you for this 
opportunity to appear before you on behalf of a relatively very minor increase 
in appropriations for the Bureau of Customs for the reactivation of the port of 
entry of Nighthawk, on the Canadian border, in my district. 

After having been in operation for many, many years, this port of entry was 
suddenly suspended 2 or 8 years ago. During this time I have received scores 
of letters urging the reactivation of Nighthawk, and I have repeatedly taken 
the matter up with both the Bureau of Customs and the Immigration and Natural- 
zation Service, without success. Their plea is that funds are not available with 
which to restaff this border station. This would require the services of but one 
man, and would involve an expense of less than $6,000 per year. 
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The attached copies of several of the many letters I have received from res 
dents of the area affected testify to the desire for and the need for this servic 
Living with the problem, as they do, these people know best the adverse loca 
effects being experienced as the result of the suspension of the Nighthawk por 
of entry, and I shall not take up the valuable time of the chairman and members 
of the subcommittee in a repetition of them. 


With your permission, Mr. Chairman, T would like, however, to list 
these letters here and give the names of the persons or organizations 
who wrote them: 


Letter No. 1, dated December 20, 1952, written on behalf of the Tonasket 
Republican Club, and signed by Mr. James M. Winslow and Mr. Ed Workosky 
Jr., points out that the Tonasket-Nighthawk-Keremeos, British Columbi 
road is a natural arterial highway for tourists and trade to Canada over th 
new Hope-Princeton Hichwa\ It also points out that frequent trips mus 
be made from the Oroville, Wash., port of entry, to clear persons or freight 
icross the border vin Niehthaw! 

Letter No. 2, dated February 20, 1958, siened by Mr. Trevor Lloyd-Davies 
chairman of the Okanogan County Republican Central Committee, points 
out that the customs and immigration departments at Oroville, Wash., know 
that there is a serious leak at Nighthawk. 

Letter No. 8, dated June 15, signed by Mr. Claude Cutchie, points out that 
the Customs Bureau maintained a port of entry in the vicinity of Loomis 
Wash., for more than 40 years previous to the suspension of the Nighthawk 
port 

Letter No. 4, dated June 16, signed by Mr. F. L. Bethards, secretary of the 
Okanogan Chamber of Commerce, Okanogan, Wash., offers the assistance of 
the chamber in reactivation of Nighthawk. 

Letter No. 5, dated June 25, 1958, siened by Mr. Clande Cutchie, chairm 
the special committee on the Nighthawk port of entry, Okanogan Valle. 
Chamber of Commerce, refutes Bureau of Customs statements concernin 
poor road conditions in the area, and points out that a rather pretentious 
and well-staffed Canadian customshonse has heen just completed at Chop 
aka, British Columbia, just opposite Nighthawk, indicating the Canadian’s 
recoenition of the necessity for customs and immigration service at this 
border point 

Letter No. 6, dated July 14, signed by Mr. J. A. Mackenzie, for the joint 
boards of trade at Cawston and Keremeos, British Columbia. informing m 
of the near-completion of the Canadian immigration and customs buildings 
opposite Nighthawk, and giving details of road improvements on the Cana 
dian side of the border 

Letter No 7, dated February 8, 1954, signed by Mr. Claude Cutchie. presi 
dent of the Similkameen Community Club, informing me that the collector 
of customs at Seattle, Wash., had assured a member of the club that 1 


of 


ile 
personally, and the department in general, desire the reonenine of the Nicht 
hawk port of entry, and that the only thing holding up the reactivation is th 
lack of funds 
Letter No. 8, dated February 8, 1954, signed by Mr James M. Winslo\ 
chairman of the Okanogan County Republican Central Committee, urging th 
reactivation of the port of entry of Nighthawk and informing me of the a 
mands of the towns of Loomis, Nighthawk, Tonasket. and the Okanogs! 
Valley for this action : 
The rate of population growth and industrial expansion IT mentioned in my ap 
pearance before the subcommittee last year has been maintained and, T believe 
even increased during the year just passed in the Pacific Northwest and in the Ca- 
nadian provinces adjoining, and the demands upon our ports of entry and their 
staffs have increased proportionately. While, with the exception of the Nighthaw k 
station, the situation seems to be comfortably well in hand at the present time 
at the several ports of entry along the Canadian border in my district, it ma\ 
well be that during the ensuing year. there will be additional requests for needed 
expansion of our Customs and our Immigration Service at some of these ports 
and it would seem to me to be not amiss to suggest that adequate provision for 
this possibility be taken into consideration in the appropriations for the Bureau 
Undoubtedly, similar possibilities exist at many other border points, also. 
One of these needed expansions is at the port of entry of Oroville. Wash., where 
there is an increasing demand for a small airstrip adjacent to the station to 
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from reas 


iS Servic, commodate small planes crossing the Canadian border. My constituents tell 
verse | e that since April 1, 1953, 300 aircraft were cleared through Penticton, British 
hawk por Columbia. The Bureau of Customs tells me that only 100 aircraft clear our 
1 members ort of entry of Oroville, Wash., annually. The point is made that because of 

the lack of an airstrip at Oroville, and because of the inconvenience of advance 
PT. to ie tice regulations, planes do not clear through this port, but fly scores of miles 
? . it of their way to clear at either Spokane, Wash., or Seattle, Wash. With the 
NZations nereasing use of individually owned planes in the Pacific Northwest, this is a 


roblem that will become more and more acute as time goes on, and IL believe 
that consideration by the subcommitee of funds for small, inexpensive air- 





Tona strips adjacent to ports of entry such as Oroville is indicated. 
Vork« s] May I again express to you, Mr. Chairman, and the members of the sub- 
ola ommittee my sincere appreciation of your courtesy in permitting me to appear 
| over efore you today. 
ips 
ir freich 
1-Day TONASKET, WASH., December 20, 1952 
e, no Hon. WALT HORAN, 
he ky Washington, D.C. 
DEAR WALT: I am writing this letter to you in behalf of the Tonasket Repub- 
out that an Club and in behalf of the many people in this area who are vitally in- 
L007 terested in reopening the custom’s house at Nighthawk on a seven-day basis 
ththawl Though no doubt you have volumes of information regarding this project, its 
ivantages and disadvantages, let me briefly state a few facts that you may 
v of ti 1 may not be familiar with. The county and State highway departments, from 
tances information that we have received, are going to improve the road from Tonasket 
to Nighthawk in the near future. Considerable improvements have been 
Min made in the past years. From Tonasket through Nighthawk to Keremeos 


1 Valle is a natural arterial for the flow of tourists and trade to Canada over the new 
Hope-Princeton highway. By the same token, it is an arterial from Canada 


cerniy 
aan through Nighthawk down the Okanogan Valley for the flow of tourists and trade. 
a. = The customs at Oroville must make frequent trips to Nighthawk if any person 
adian’s desires to leave the train at Nighthaw k or if any person desires to send freight 
at tl via Nighthawk across the border. The customs at Oroville must send a man to 
lear these people or freight as the case may be 

—— You have become familiar with this problem and understand the many ad 
ia antages of opening the customs at Nighthawk and this letter is written advis- 
din ¢ you of the 100 percent endorsement given this project by the Tonasket Re 
Mos publican Club - 

: Your work in the past and your continued efforts and support of this project 
or n the future are greatly appreciated. 
onl Very truly yours, - 
at TONASKET REPUBLICAN CLUB. 
N JAMES M. WINSLOW, Chairman. 
Nag Kp WorkKosky, Jr., Secretary-Treasurer. 
asl 
ng tl OKANOGAN CoUNTY REPUBLICAN CENTRAL COMMITTEE, 
he q February 20, 1953. 
hog Hon. Watt Horan, 

Member of Congress, House of Representatives, 
IV a Washington, D. 0. 
oe DEAR WALT: Relative to the reopening of the customs house at Nighthawk I 
the _ have received information which may be of some value to you On unimpeach- 
i able authority the customs house is not officially closed at Nighthawk and it is 
still an official port of entry on the United States-Canadian border. 
Ur The Customs and Immigration Department at Oroville are aware of the fact 
re that there is a serious leak at the Nighthawk point. 
oy I am given to understand that all that is necessary to be done is for the 
regional supervisor to have a man placed at Nighthawk. 

; for From the Canadian standpoint they have almost completed a new customs 
ie house at Nighthawk and furthermore the Canadian highway authorities have in 
— their budget an appropriation to complete the road from Keremeos through 


Causton to the boundary line. 
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In view of this information, I think that some active work will bring a suc- 
cessful conclusion to this whole affair. 
With best regards to Sally and you, I remain, 
Yours sincerely, 
Trevor LioyD-DAvirs 


Loomis, WASH., June 15, 1953 
WALT HorRAN, 
Representative in Congress, 
Washington, D. C. 

Dear Str: I have a copy of a letter to you from the Treasury Department 
Bureau of Customs, No. 192-—30-1, dated May 29, 1953, in regard to reopening 
the port of Nighthawk, Wash. 

This communication contains many inaccurate and misleading statements. 

Quote, “The public is inconvenienced very little by the absence of an immi 
grant inspector of Nighthawk.” There are many people in this area who have 
business and social contacts in British Columbia, to visit the Canadian towns 
in the Similkameen Valley requires a long and tedious return trip to report at 
the port of Oroville, it might be well at this time to call attention to the fact 
that the port of Oroville is located several miles north of the town of Oroville 
and approximately 20 miles from Nighthawk by the shortest route, 12 miles of 
this over one of the most difficult and dangerous roads in this county. This 
road is so unfit that the people of Nighthawk and adjacent area have unanimously 
petitioned the reorganization board of this county that it no longer be used is 
a school-bus route. 

Before the port of Nighthawk was closed, the officer at that port cleared 
the Great Northern train at that point, at the present time an officer at th 
Oroville office is sent several miles to the Great Northern depot at Oroville to 
perform this. I can see little economy in this. 

The United States Treasury Department maintained a port in this vicinity 
for more than 40 years previous to the closure of the Nighthawk office. It seems 
odd to close it at a time when traffic on this route was at an all-time high, as 
is proved by the Canadian Government building and maintaining a port of entry 
at this point at this time. 

The road from Keremeous, British Columbia to Nighthawk may be “classed 
as poor to fair,” but I have never known it to be impassable when snows or rains 
occur. It was passable in 1948 when highway 97 at Oroville was not. 

In closing I am hoping you will be able to see that funds are appropriated to 
reopen and maintain this port. 

Yours respectfully, 
CLAUDE CUTCHIE, 


OKANOGAN, WASH., June 16, 1953. 
Hon. Watt Horan, 
House of Representatives, 
Washington, D. C. 


Deak Friend WALT: The Okanogan Chamber of Commerce desire to thank you 
for your efforts in attempting to secure the opening of the Canadian port of 
entry at Nighthawk. We realize it is a rather uphill battle at this time, but 
do not wish to let the matter drop out of sight entirely. Anything that we can do 
to assist our neighbors to the north in the opening of this port, we desire to 
assist. 

Again thanks for your past efforts, 

Tuer OKANOGAN CHAMBER OF COMMERCE, 
By F. L. “Bubp” Beruarps, Secretary. 
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ing a s ] OKANOGAN VALLEY CHAMBER OF COMMERCE, 


Okanogan, Wash., June 25, 1958. 
Watt Horan, 
House Office Building, 
DaAvirs Washington, D. C. 


peak Mr. Horan: Referring to your recent letter to commercial clubs in the 
», 195 kanogan Valley, relative to the reopening of the Nighthawk, Wash., port 
,. Jo. 

entry. 

We note in Mr. C. A. Emerick’s, acting commissioner of customs, letter No. 
30.1 to you, Many discrepancies, and regret his source of information is so 
reliable, as the reopening of Nighthawk is of vital importance to this district. 


artmer ‘Quoting from Mr, Emerick’s letter to you: “The road from Keremeos, B. C., is 


copening ssed as poor to fair, and is impassible when snows or rains occur.” Nothing 
d be further from the truth; this road has been passable when all the other 
nts. ids in the district including 97 have been impassable. The Canadian Govern 
i imn ent has this stretch of road under construction and improvement at the 
ho ha esent time from Keremeos to the newly completed customhguse on the 
Q towns yuundary and expect it to be completed and oiled next year. It is also a rural 
Pport at ee delivery route, a school bus route the entire distance, so hardly could be 
the fa¢ nsidered impassable when snows or rains occur. 
rovil t Last year the United States Customs assured the Canadian people, service at 
miles of Nighthawk would be resumed July 1, 1953. Since, the Canadian customhouse 
: Tl is been completed. A residence for the inspector in charge is under construc- 
‘mous and will be occupied in less than 60 days. However, our Government has 
used ide no provision for entry into the United States, except by traveling 25 miles 
t of the way to Oroville. The actual distance from the Canadian customs, to 
cleared ville is 14 miles, from Oroville to the United States customs is 5% miles, 54% 
at the es back to Oroville makes a total of 25 miles. The road from Nighthawk to 
Ville { Oroville is the most dangerous and time-consuming road in Okanogan County, 
; lemned by Nighthawk and Chopaka people as unsafe for a school bus route. 
tcInif With conditions as they are today it is no wonder traffic through Nighthawk is 
seem it to a minimum 
igh, a Quoting from Mr. Emerick’s letter, “There are no north-south roads west of 
entr he Similkameen River leading into the R. 8.” The road as you know, from 
Keremeos to Nighthawk crosses to the west side of the Similkameen River at 
lassed Nighthawk and proceeds through Loomis to Tonasket, Wash. This is certainly a 
Trains th-south road, water grade and open the year round. It is also a United 
States mail route from Nighthawk to Tonasket and a school bus route the greater 
ted art of the distance, besides saving 25 miles of slow and dangerous travel, for 
south bound traffic, from Canada. For all north bound traffic to the coast by 
y of the Hope-Princeton Highway, it is 38 miles shorter than the Oroville 
iT} Highway 97 route, and saves 125 miles to Kamloops, the Caribou country and 
\laska, over the Oroville-Penticton Highway 97. It is ridiculous for south bound 
59 ffie to be forced to travel north from Keremeos, almost to Penticton before 
- can turn south to the United States, whereas were provisions made for re 
rting in at Nighthawk the direction from Keremeos would be south all the way 
Highway 97 at Tonasket. 
‘he absence of a customs inspector at Nighthawk makes the road wide open 
you t all times to smuggling and illegal entry. A desperate character is presently 
rt t large who made his escape through Nighthawk into the United States during 
Du vlight hours. He is wanted by the Canadian Mounted Police for beating one 
nd f their force unconscious with the butt of a gun and leaving him in an extremely 
e gerous condition. The customs at Oroville are in the habit of calling the 


re in Nighthawk asking the people there to be on the lookout for a certain car 
lt isa certainty that narcotics are coming through this port Why have 24-hour 
i ay inspection at Oroville and leave the back door at Nighthawk wide open? 
rhe economy achieved by this situation is also much to be doubted. A custom 
er must travel from the Oroville port of entry, to Oroville to inspect the 
Nighthawk train and other business formerly handled by the custom office in 
Nighthawk. We know the county would prosper by having a customhouse at 
Nighthawk, as business and trade suffers and many tourists are diverted from 
king a trip south into the United States by the necessity of going north from 
Keremeos. 
We sincerely hope you will be able to gain an appropriation to reopen the 
Nighthawk Port for business this summer. 
Sincerely, 


CLAUDE CUTCHIE, 
Chairman, Special Committee on Nighthawk Port of Entry. 
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KereMeos Board or TRAD! 
Keremeos, British Columbia, July 14, 19 
Hon. Watt Horan, M. C., 
Conoress of the United States, 
House of Representatives, 
Washington, D. C., United States of America. 


Dear Mr. Horan: Last evening the boards of trade of Cawston and Keremeos 
held a joint meeting to discuss the situation of establishing customs and immigr 
tion at a point of entry to Nighthawk, Wash. We have received a copy of tt 
Acting Commissioner of Customs letter to you dated May 29 last and we though 
you should have up-to-date facts on the progress made on our side of the bord 
to improve the road and other facilities needed. 

The Canadian immigration and customs are building a port of entry a shor 
distance from Nighthawk on this road; work is nearing completion and will be 
opened on August 1 this year. The road is used continuously 12 months of th 
vear. There isa school bus route and the West Kootenay Power & Light Co., Ltd 
and the trans-Canada telephone lines are on this road. There is a rural m 
route for some distance on it and plans are underway to extend it to the borde 
The enclosed rough map will give you some idea of the country we are dealing 
with. The provincial public works department have machinery on the road 
bringing it up to highway standards and part of it has received oil treatment. 

This we have been able to get done under adverse circumstances and we fe 
sure that as soon as your departments undertake to install the necessary facilities 
on your side of the border we shall be able to get the work completed on our sick 

We would also inform you that in our village we have daily inquiries fron 
both American and Canadian travelers regarding this route. The mileage saved 
is readily recognized by them, around 50 miles, a very easy grade and over a 
hour’s traveling time. We feel traffic over the short cut would be very great 
when established, Our side of the valley is deevloping rapidly as you can se 
from the facilities we have succeeded in getting and we feel would also take plac 
on your side of the border if the road and customs and immigration facilities 
were established for public convenience. 

This information is given you in the mutual interest of our communities on 
both sides of the border. 

Very truly yours, 

For the Joint Boards of Trade at Cawston and Keremeos, British Columbia, 
Canada: 

J. A. MACKENZIE 


Loomis, Wash., February 3, 1954 
te Appropriations Committee: 


The Honorable Warr Horan, 
Member of Conoress, Washington, D. 0 


Dear Mr. Horan: Recently 2 member of our clnb had a talk with Mr. Hull 
collector of customs, in Seattle, and was informed that he, personally, and the 
department, in general, desire the reopening of the Nighthawk port of entry and 
that the only thing holding this up is securing the necessary appropriation 
Knowing that you are also in favor of opening the port we are taking this 
opportunity to express our desire that you will do your utmost in securing the 
appropriation 

Very truly yours, 
SIMILKAMEEN Country Crvur, 
By Craupe Curcnuir, President. 


OKANOGAN CounTY REPUBLICAN CENTRAL COMMITTEF, 
February 8, 1954 
Hon. WALT Horan, 
Conaressman, Washinoton, D. C. 
Honorable Watt: Since becoming new county chairman for Okanogan County 
things have been nopping pretty fast. Have attended three State meetings, and 
with the Lincoln Day banquet coming up, it has really kept us busy. 


jone 


sary 
nd on down the 


TREASUI 


What is causing 
of by you thi 


ire 


+ Nighthaw kK. 
~ On sound infor! 
to open it now. ] 


py direct ap 
Walt, we are ¢ 
to reopen 1 


sat once if you 
if we expect te 
your constituents 
that lose electio 
1 would like t 
District dues, av 
1954. 
It is the desir 
and able suppo! 
a4 
j Very trul 


Represent ‘ 
arv in my a 
from the cu 
well taken ¢ 
folks have 
however, th 
mittee. : 

I have dis 
not been ab 

Up toa f 

is right in t 
place that ° 
is such am 
themselves 

right. on tl 

demand 01 

vou have a 

gations of 

service it” 
reactivate 
I have « 
fore the } 
that in th 
be able te 
very well 
and Natu 
to bring 
to the att 
Both t 
and the ' 
sides of 


VRAD 
4 Th 


d Ker 
id imn 
COPS 

we ft} 
the bord 


Try a 
ind will 
nths f ft 


it Co.. Lta 


rural 
he hoy 
re deg 
the 
atment 
1d wre 
, facilit 
ovr sid 
ries fron 
Age saved 
l ove, 
ery creat 
1 ny 
ake pl 


faciliti, 


nities 


olumbi 


ENZII 


r. 

ind the 
irv and 
riation 
1g this 
ng the 


LUR 


nt 


tnt 
and 





TREASURY AND POST OFFICE APPROPRIATIONS, 1955 279 


What is causing us the most concern is problems we thought were well taken 
e of by you that are still unfinished; mainly in regard to the customs house 
Nighthawk. 

On sound information from Mr. Hull's office in Seattle, he wants and is willing 
ypen it now. If not feasible to switch personnel to handle the office, it can be 
ne by direct appropriation 

Walt, we are expecting you to get this appropriation or whatever is neces 
ry to reopen that office. The Republicans of Loomis, Nighthawk, Tonasket, 

nd on down the valley are demanding it Please take care of this matter for 

sat once if you can possibly do so 

If we expect to keep Republicans in office, we have to do these little things for 
ur constituents. The big issues are easily taken care of; it is the little things 
t lose elections 

{ would like to report that Okanogan County was first in paying their Fifth 

istrict dues, and was also first in paying our quota to the State committee for 

W4 

It is the desire of the Republican Central Committee that you lend your full 
i able support to the Eisenhower administration. Walt, we have to win in 


{ 


Very truly yours, 
JAMES M. WINSLOW, 
Chairman, Okanogan County Republican Central Comimttee. 


REACTIVATION OF NIGHTHAWK STATION 


Representative Horan. I have about 250 miles of Canadian bound 
iry in my district. I want to say in the presence of the gentlemen 
from the customs service here that generally speaking I am very 
well taken care of. Both the Treasury and the Justice Department 
folks have been most helpful. I do have one particular problem, 
iowever, that I would like to bring to the attention of the com- 
muttee. 

[ have discussed it with those on the House side, but so far we have 
not been able to do anything on it. 

Up to a few years ago we had a small station at Nighthawk. That 
is right in the eastern foothills of the Cascades, just west of a 24-hour 
place that we have at Oroville, and rather close to it, but the terrain 
is such and the Canadian development is such that the Canadians 
themselves saw fit last year to build a residence and customhouse 
right on the border at Nighthawk. Naturally there is quite a bit of 
demand on the part of my constituents and the Canadians. When 
you have a Canadian boundary you find yourself called upon by dele 
gations of Canadians as well as Americans. In the case of customs 
service it would require about ‘$6,000, which is not in the budget, to 
reactivate Nighthawk. 

I have discussed this with Mr. Howard McGowan many times be- 
fore the present collector, Mr. Frank Hull took over, and I believe 
that in the light of the activities of the Canadians that we would not 
be able to avoid it very much longer. Other than that I am being 
very well taken care of by the customs service and by the Immigration 
and Naturalization Service. I have no complaint. But I would like 
to bring Nighthawk to the attention of the customs service and also 
to the attention of the Congress. 

Both the State of Washington and British Columbia are growing, 
ind the traffic is increasing. The roads are being perfected on both 
‘ides of the boundary. And the imminence of a real necessity for 
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adequate patrolling and service along the boundary I think is 
avoidable. 

1 want to say that there is an Indian reservation near this port, 
there is no question but what there is free passage back and bon 
across the boundary. I believe it was “the prevailing reason that thy 
Canadians took such action as they did. Of course, with the Ca 
adians recognizing Nighthawk as a port and having constructed 
customhouse and residence there where we have none, rather leayes 
the ball in our hands. 

Senator Dirksen. You say this is rough terrain. 
face highway through there now ? 

Representative Horan. There is a highway now. It is not a ver 
good one, but the Canadians are improving theirs, and there is ta 
of developing a route from Tonasket due north. We quite often talk 
of defense highways in that area, and if a defense highway were bui 
this would probably be one that would be given serious considerat 
keeping in mind that for wheel traffic we m: iy have to have, for d 
fense purposes, something a little better, more directly north ani 
south, than the Alkan Highway at present. That, I say, is pure! 
in the talk stage. But there is an area there where what the natives 
like to call, at least, an all-weather highway could be built. 

Mr. Strubinger, I wish you would keep this in mind and give 
some attention. 

There is one other item, and then I will—— 

Senator Dirksen. Let me ask one other question about this pai 
ticular item. Your request is not predicated on the fact that this 
a particularly sensitive spot but rather that there is a volume of traf 
across the border ? 

Representative Horan. It is not sensitive. So far as we know, there 
is no smuggling and illegal traffic that I know of as a factor there. | 
am sure that Mr. Frank Hull and that your service, Mr. Strubinger. 
has that in mind. If there was undoubtedly they would have take: 
action. It is possible that there would be some illegal traffic there, 
but if there‘is, Mr. Chairman, it has not come to my attention. 

Senator Dirksen. Mr. Horan, I will ask you this one off the record. 

(Discussion off the record. ) 

Representative Horan. I do appreciate having the opportunity to 
discuss this with the committee in front of Mr. Strubinger and his 
associates, because I would like to have them continuously check 01 
this item. Now I have about 7 - 8 actual or potential stations along 
the border, and several years ago I asked Mr. Green and Mr. MeGowai 
to keep a running account of the traffic, the road patterns and all that 
sort of thing, so that we can be on top of this thing, because the way we 
want to do this, of course, if the need is indicated, is we would like 
to have it in the budget. This item I am talking about is not in the 
budget. So I am merely here talking in behalf of a condition that a 
great many of my constituents feel strongly should be taken care of. 
If it is I would like to do it in the orderly, regular way, which would 
be to have you initiate the work and get it into the budget so that we 
will have it properly before us. 

Senator Drrxsen. Let me ask at that point, Mr. Strubinger, if | 
recall correctly that you said your request was $250,000 greater thar 
the estimate as it came from the Bureau of the Budget. 
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Mr. Srruprncer. That is right. 
Senator Dirksen. Did it involve an item of $6,000 for the matter on 
ch Representative Horan is testifying ¢ 
\ir. Srruprneer. No; it did not. If I may, I would like to just 
explain what has happened. Mr. Horan has, as he said, asked us a 
uber of times to consider this, and we have. Unfortunately, in 
vetting our estimate together for the last 3 or 4 years, each year it has 
been less. We did, 2 years ago, include your item together with about 
15 other items for new ports and stations and extensions at various 
ports, and it did not get by the Bureau of the Budget. So that we felt 
that in getting a turndown before the Bureau of the Budget we just 
ould not take people from some other place and put them up there, 
specially since we were cutting down all shen the line. Actually 
what it amounts to is a service to the community, and it is a question 
of whether or not money should be appropriated for additional service 
to the community. It is pretty difficult to tell the community that 
the y cannot cross the border, as an example, between any hours except 
» hours of 8 o’clock in the morning and 6 o’clock in the evening, 
“ after that they just cannot go across. That is what it amounts 
to where we close the station at a certain hour. 
Now, from the standpoint of paying its way, those stations do not 
pay their way, most of them. Again, it is a service to the community. 
Senator Dirksen. What would be involved here? Just the services 
of one man? 
Representative Horan. Just the services of one man. 
Mr. Srruntncer. The services of one man would be involved. At 
one time we had a station up there, a rented building. 
Representative Horan. Thatis right. There is a store there, a gen- 
eral store, which has a post office, and did house the customs office. 
Mr. Srruntncer. There might be a small item of rent involved also. 
Representative Horan. Undoubtedly. 
However, I do appreciate this opportunity, Mr. Chairman, to bring 
this to your attention, and I know Mr. Strubinger and his associates 
re watching it. I do want this to be checked periodically, and if it 
s justified let’s work together and see if we cannot work out something. 
Mr. Srrupsincer. We shall be very glad to do so. 


OROVILLE AIRSTRIP 


Representative Horan. I have one other itera, Mr. Chairman, and 
this is not in the budget either. I want to be very brief on it as I 
do not want to take too much of your time. 

Air traffic is increasing, and we would like to have the customs serv- 
ice look into the possibility of some sort of a cooperative effort to 
construct and to legalize an airstrip at the border at Oroville. It is 
quite apparent that we may be losing certainly some traffic, possibly 
some revenue—I don’t know—at Oroville because of the fact that about 
00 planes cleared in a certain period last year at Penticton, British 
Columbia, north of Oroville, and only 100 were listed at Oroville, the 
others apparently clearing through Spokane and Seattle. 

Senator Dirksen. Spokane is, of course, a port of entry: is it not? 

Representative Horan. Yes, that is 100 miles east. Spokane is a 
port of entry. Due north of there we have considerable demand for 
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increased service at Boundary, and Metaline Falls, and then we hay, 
Laurier, Danville, and then we have Oroville, and then we used ¢, 
have Nighthawk. Now, Nighthawk and Oroville are quite close to- 
gether. It is due to the peculiar area of terrain that makes for suc! 
a demand for service at Nighthawk, and as it turns out the people fron 
Keremeos and Cawston, British Columbia, do quite a good deal of 
complaining because they claim it is quite a good deal out of the way 
to clear through Oroville where we maintain a good service. I am 
acquainted with the boys at the boundary, and they do good work. 
They watch our dollars and don’t waste them. 

That is about all T have to say, Mr. Chairman. I appreciate the op 
portunity to be heard, and to be able to confer with the gentlemen who 
have this job to do. 

Senator Dirksen. Thank you, Mr. Horan. 

Mr. Strubinger, have you anything more to add to the cause? 

Mr. Srruprncer. I do not believe so. 

Senator Dirksen. If not, then we will conclude the item on the 
Customs Bureau. 


Bureau or Narcorics 


STATEMENTS OF G. W. CUNNINGHAM, DEPUTY COMMISSIONER: 
B. T. MITCHELL, ASSISTANT TO THE COMMISSIONER; AND GARTH 
THOMAS, BUDGET OFFICER, BUREAU OF NARCOTICS 


BUDGET REQUEST 


Mr. Jonnson. We have from the Bureau of Narcotics Mr. Cunning- 
ham, the Deputy Commissioner, and Mr. Mitchell and Mr. Thomas. 

Senator Drm«sen. Mr, Cunningham, I presume your boss is busy 
afield somewhere ? 

Mr. Cunnincuam. He expresses his regrets that he could not be 
here. 

Senator Dirksen. I have always esteemed him and esteemed his 
work. I am sure, however, vou will carry on in good fashion. 

Mr. Cunntncuam. We will pinch hit the best we can. 

Senator Dirksen. You had $2.790,000 with which to ferret out and 
to chase these narcotic purveyors in 1954. 

Mr. Cunntncuam. That is correct. 

Senator Dirksen. And in 1955 your estimate calls for $2,770,000. 

Mr. Cunnincuam. That is correct. 

Senator Dirksen. So by quick calculation it looks like you lost $20,- 
000 somewhere in the shuffle. 

Mr. CunnincHAM. Well, Mr. Chairman, as a matter of fact, we 
have only lost about, I would say, $6,500. 

Senator Dirksen. $6,500? 

Mr. CunnincHaM. We were carrying one employee on our rolls 
who was doing multiple duties in the Treasury Debartaneni, and his 
salary has been passed over to the Office of the Secretary, and about 
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<1.900 involves some rent which was taken up by the General Services 
\dministration. I take it the Bureau of the Budget just moved it 
lown to $2,770,000 to make it round numbers. 

Senator Dirksen. This is a very interesting and fascinating state- 
ment, and we will put the whole statement in the record. I will also 
submit for the record the appropriations summary and various tables 
ind statements in justification of the estimate. 

Mr. Cunninocuam,. That is the statement we would like to submit 
ere. 

(The material referred to follows :) 


APPROPRIATION ESTIMATE FOR THE BUREAU OF NARCOTICS 


For necessary expenses of the Bureau of Narcotics, including services as 
iuthorized by section 15 of the Act of August 2, 1946 (5 U. 8. C. 55a); hire 
if passenger motor vehicles ; arms and ammunition; and not to exceed $10,000 for 
services or information looking toward the apprehension of narcotic-law violators 

ho are fugitive from justice ; [$2,790,000] $2,770,000.” 
EXPLANATION OF ESTIMATE 

The Bureau of Narcotics is charged with the investigation, detection, and 
prevention of violations of the Federal nareotic and marihuana laws, and of 
the Opium Poppy Control Acts and related statutes, including the administra- 
tion of the permissive features of the Narcotic Drugs Import and Export Act. 
During 1955 the Bureau must continue the concentrated drive against the illicit 
drug traffic and consequent addition. 


EXPLANATION OF LANGUAGE CHANGES 
No substantive language changes are contemplated for fiscal year 1955 
Reductions 


Position of technical assistant to the Secretary, enforcement, trans- 


erred to Office of the Secretary saline piniegies malas $12, 200 
Rent at Honolulu transferred to GSA___-_- a ‘ - 1, 920 
ravel expenses__- Sok cptainiemaiaiiliisenestaien ceil S . > 5, 880 

Net adjustment to base ae ‘ Nile ‘ sad 20, 000 
Appropriation base for 1955___~- itpebaitaipelin ai ; " 2, 770, 000 


Analysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act......-...--- nicsgpsiendb eet entecabaniaammenteee: .. $2, 790, 000 
Supplemental appropriation for 1954_...-.--~- aster sseaiieressieieincentiinabiti initia 


Total appropriation, 1954........---- an --. 2,790,000 


Reductions: Activity No. 1, administering and enforcing the Federal 
narcotic and marihuana laws, $20,000—adjustment in base (net) - —20, 000 
Peretti VE SEE Bie catiine ween eetiacmincnnennes 2, 770, 000 
Increans over appropriation base fot 1006. ...... new ecee es eocnnen<oe 
AneETIGRIGR CRUIREEED DOE Bibi nccmcniecneinewacinwennnnnncees 2, 770, 000 
Increase or decrease from total appropriation, 1954..........-.--_- —20, 000 
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Comparison of appropriation base with 


Appropriation base 
for 1955 


Appropriation esti- 
mate for 1955 














Act 
| 
A verage A verage Ave 
positions | A™mount positions | “mount posi 
1. Adr istering and enforcing the | 
Federal nat I 
huana law 398 | $2,710, 000 398 | $2, 710, 000 
2. Executive directior 7 60, 000 7 60, 000 
405 2, 770, 000 405 2, 770, 000 
Ad t base (net 4] +20, 000 
I i 1954, and 
it ion €s ite for 
105 406 2, 790, 000 405 2, 720, 000 
Standard classification schedule (direct obligations only) 
Incr¢ 
creas 
Approy A ppropria- mat 
tion est tion esti- 
mate 1954 mate 1955 
1955 t 
lotal number of per inent D tior 422 42] 491 
Average numt of employee A 405 405 
Average salar 
General s« wie 
A verage la $4, 895 $4, 989 $4, 989 
A ve gr GS8-7.5 GS-7.5 CS8-7.5 
RIJECT ( T 
Pe 
Pert nent »sitior $1. O65. 400 $1, 948, 200 $1, 943, 200 
Re l eX \ k ha WM) 7. 900 7. 900 
I tahbov ic 8. 700 & 700 8, 700 
otal personal 1, 982. O00 1, 969. SOO 969, S00 
l'rave 2 7R0 290 G00 229, 000 
l'rar t 5, 80 45, 800 5, 800 
Con Onn 53, O 53, 000 
Re 2 600 600 
Printi ai uct ie 9 300 9 300 9 3200 
Other t ] eS 24, 100 124, 100 124, 100 
Su im i 108, 900 108, 900 108, 900 
Pur f evidenc 240, 000 240, OM 240, 000 
Equipment 9, OOO 9, OOF 9, 000 
Refunds wards nd lermnitic 13, 500 13, 500 13, 500 
Tax qa assessment 6. 100 6, 100 6, 100 
lotal appropriati ‘ t 2. 790. 000 2 770. 000 2. 770, 000 
Comparative statement of caseload 
Actual Actual Actual 
1951 1952 1953 
Cases pending for investigation at beginning of fiscal 
year 5, 766 11, 489 11, 805 
1 + ; q P 
Complaints received for investigation 43, 811 46, 203 46, 857 
lotal known caseload 49, 577 57, 692 58, 662 
Cases completed for prosecution 5, 305 4, 281 3, 964 
Investigations completed showing minor or no vio- 
lation, etc 32, 783 41, 606 46, 473 
Total dispositions 38, O88 45, 887 50, 437 
Cases pending for investigation at close of fiscal year 11, 489 11, 805 8, 225 
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19 Distribution of pending investigations July 1, 1953 
¢} Number of ‘ Number of 
Locati a — pending in District No. Locati : pending in 
a vestigations — vestigations 
\ Boston, Mass 124 1] Kansas City, Mo 749 
New York, N. Y 2, 748 12 Minneapolis, Mint 146 
Philadelphia, Pa 533 13 Denver, Colo 155 
Baltimore, Md 506 14 San Francisco, Calif 335 
723 15 Seattle, Wast 305 
6 16 Honolulu, T. H 225 

610 

366 Potal 8, 22 





Detail of caseload for 1953 


pending for investigation at beginning of fiscal year 11, 805 
jaints received for investigation during fiscal year 1953 16, S57 
Total known caseload 58, 662 
gations completed for prosecution ‘a 3, 964 
ations closed by letter reports = n" ‘ 33, 599 
spections made showing no violativns__—- : 4, I86 
pections made showing only minor violations and closed by letter 
eports : ‘ — ’ 1, 475 
igations of thefts from legitimate stocks 2 , 702 
s in which assistance was rendered to local authorities, ete_._...... 4, 941 
stigations involving military personnel_-_ ; dering pentane: ae 
vestigations involving draftees ; a esteailae . ‘ 104 
Total investigations disposed of during 1953 50, 437 
ses pending for investigation on July 1, 1953_- J -. & 23 
Comparative statement of case com] leted for prosecution 
Registered persons Unregistered person otal persons 
. Grand 
Fiscal year | . total 
| iri Mar , 
Narcotics M : Narcotics! , f Narcotics } con 
nuana uana uana 

345 l 3, 048 1, 586 3, 393 1, 587 4, 980 

308 4 ; 2 +, 411 l 2 6, Le 
274 1 3, 685 1, 34 3, 959 1, 346 305 
264 2. 96K 1,049 § 239 1, 049 +, 281 
261 2, 487 1, 216 2, 748 1, 216 3, 964 
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Cases c > ‘NReri or 5 Y 
ases completed for prosecution, fiscal year 1953, by States 


Nar- Mari Nar- 
cotics huana cotics ieee 
Alabama 11 2 Nebraska 10 ‘ : 8 
— 10 14 Nevada 1 Nebraska 
ee 27 22 New Hampshire 5 — 
a - as 15 4 New Jersey 104 
% alifornia 247 88 New Mexico... 4 : IN’ RODUCTORY ' 
Coterado 12 77 New York 466 . 
a ut 7 ‘ peoreh Carolina 28 Mr Chairman 
: d Nort ds t . i 
District of Columbia 46 5 Okie. rr 1 . responsible is 
B5 ie | 
Fuerte ‘ 42 19 Oklahoma 50 s Fe jeral narcotic | 
seers 2 2 ae. 11 | ’ lated statutes, 
I ii 7 *ennsylvania 53 | “a ic 5 
[aaho ‘ eee. 168 Narcotic Drugs I 
indlens 274 54 || South Carolina 5 The est imated 
indian : ) So . t yet 
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» sSsee 2 y 
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Marihuana eradication 


Acres | Acres 
cs 2 | Pennsylvania 34 
90 | South Dakota 27 
ta 988 | Virginia l 
1) 7) 
1 raska 44 | Potal 1, 693 
O4 
{ [INTRODUCTORY STATEMENT OF H. J. ANSLINGER, COMMISSIONER OF NARCOTICS 
66 
28 fr. Chairman and gentlemen of the committee, the Bureau of Narcotics is 
= responsible for the investigation, detection and prevention of violations of the 
0) jeral narcotic and marihuana laws, and of the Opium Poppy Control Act and 
11 ited statutes, including the administration of the permissive features of the 
* tie Drugs Import and Export Act 
5 estimated appropriation to carry out the above-mentioned functions during 
3 fiscal year 1955 is $2,770,000, a slight decrease from the amount appropriated 
3 current vear. 
4 During the present year the Bureau has been directing its attention primarily 
l elimination of sources of supply and to the apprehension of interstate and 
; itional wholesale narcotic traffickers. It has continued to receive excellent 
? ration from iocal narcotic enforcement agencies where they exist, and is 
8 F tinuing to recommend the establishment of such enforcement groups to handle 
n thei: own localities all investigations where no obvious interstate source of 
nly is indicated. In order to maintain the progress heretofore made in the 


prehension of interstate and international narcotic traffickers it will be necessary 

inue investigations, surveillance and negotiations in foreign countries. 

The price of heroin, the favorite drug of most addicts, is gradually increasing, 
ssitating the expenditure by this Bureau of increasing amounts of money for 
purchase of this drug for use as evidence. Heroin is not manufactured in the 
ted States; all supplies of this drug reaching the country are smuggled from 

4 vad 
( On the national level the Bureau continues to be encouraged by the imposition 

= f heavier penalties under Public Law 255, 82d Congress. The average sentence 

| for the fiscal year 1953 was approximately 43 months, representing a decided 
rease over the average sentence imposed prior to the enactment of the afore- 
entioned statute. 

The Bureau’s highly trained agents must continue their undercover operations 
and make repeated direct purchases of evidence until the major sources of supply 
are successfully apprehended and removed from the illicit traffic. 

The following is a list of narcotic offenders apprehended during the current 

ear which summarizes the more important results achieved by Federal narcotic 





ents: 


ImporTANT Narcotic Casges JANUARY 1, 1953, TO NovEMBER 30, 1953 
FRANCE 


During the period from January 9 to 14, 1953, 7 persons were arrested by 
French police, terminating 3 undercover investigations developed by 2 United 
States narcotic agents and French police during the previous 2 months. A total 
f 44 kilogram of heroin had been purchased from these defendants. Several of 
them were convicted murderers and wholesale heroin distributors with previous 
ords for narcotic violations. Some of them were also dealing in counterfeit 
ited States currency. 
\ United States narcotic agent on special assignment to cooperate with the 
French police in the repression of the illicit narcotic traffic, made the acquaintance 
f Ingelborg Griffel, a German woman residing in Paris who, reportedly, was 
ici anxious to locate prospective purchasers of narcotic drugs. The agent agreed to 
nake a purchase and persuaded her to introduce him to her source, who was one 
g Armen Nercessian, an Iranian national. When making delivery of the drugs, 
Nercessian became aware of surveillance by French police. He was induced by 
he agent to ‘‘drive down a nice, quite little street where they could pull up in 
front of the house of a friend’’ (police headquarters). Nercessian and Griffel 
were then arrested by French officers, and a valise containing 8 bottles of 250 
grams of morphine each, seized. Nercessian named Nasrallah Djalai, an ex- 
Iranian consul, as his source. Djalai was apprehended. Nercessian had set up 
a small clandestine laboratory in Meudon, a suburb of Paris, where 2 kilos of a sub- 
stance were found which, when refined, would yield about 1 kilo of pure morphine, 
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Apparatus and other chemicals found there indicated that the conspirators wer, 
planning to start in the business of converting morphine into heroin, the bas 
material being smuggled to Paris from Iran, where the morphine base had bee; 
converted from opium. At the time of his arrest, Nercessian had in his POssessioy 
2 ounces of morphine (in addition to the contents of the valise). Another 9 
ounces were seized from the hotel room of Griffel. % 

Some time ago this Bureau received information indicating that Milton Me». 
zrow, dance band leader, marihuana, cocaine, and opium addict, and coauthor of 
the book Really the Blues, in which the idea that marihuana is harmful is derided 
was on his way to Europe with his orchestra. The Bureau alerted agents abroad 
who notified Italian and French police. On June 25, 1953, Mezzrow was arrested 
in his hotel room in Paris in possession of 110 grams of marihuana and hashis} 
by French police. 

An international narcotics smuggling ring with headquarters in Marseille. 
France, which, for some time, had been supplying large quantities of heroin { 
dealers in New York via seamen couriers, was broken on October 11, 1953, wit} 
simultaneous arrests of the conspirators in Marseille and New York City, and 
the seizure aboard the French liner steamship Flandre of 5 kilograms (about 1] 
pounds) of unadulterated heroin. Two seamen couriers, Serge Sibille and Andre 
George Colas, both of LeHavre, France, were arrested by Federal undercover 
agents posing as customers, when they had boarded the Flandre in the port of 
New York to take delivery of the heroin, which these seamen had concealed i; 
two fire extinguishers in a ladies’ lounge. Michael Anthony Migliore and Joseph 
Morello, of New York, were also arrested on charges of conspiring to bring nar- 
cotics into this country. A third New Yorker, and most important of the three 
conspirators, Rosario Farulla, became a fugitive. However, on October 30, 1953, 
the New York office of the Bureau of Narcotics was informed by Farulla’s attorney 
that his client was ready to surrender. On November 4, 1953, this was accom- 
plished. In Marseille, French authorities, as soon as they had been notified of 
the suecessful New York operation on October 11, arrested Nicolo DiGiovanni. 
a Sicilian, hotel owner, and leader of the ring, with an accomplice, Nicolo Ortolan 
The following day, October 12, the French police arrested another member of 
the ring, Urbain Marcel Buono. This investigation covered a period of about 
6 months. It was jointly conducted by the Surete Nationale Police in France 
with the active cooperation of United States narcotic agents stationed abroad, 
and the New York office of the United States Bureau of Narcotics. A pre- 
liminary purchase of 2 kilograms of heroin had been made by Federal undercover 
agents in August 1953 from Sibille when the Flandre was in the port of New York, 
Some of this money was found in DiGiovanni’s possession on October 11 when 
he was arrested by the French police. New York City Police and United States 
Customs officers cooperated with United States narcotic agents in the New 
York investigation and arrests. 

TRIESTE 


Giacomo Gusimeri and Ino Novel were arrested by Trieste police on May 10, 
1953, for possession of one-half a kilogram of 99 percent pure heroin. Gusimeri 
had been negotiating with an undercover United States narcotic agent (who was 
cooperating with the Trieste police in the investigation) to sell 3 kilos of heroin 
to the agent in one-half kilo installments. When Gusimeri delivered the first 
installment of one-half kilo, he was arrested. The heroin was believed to be of 
Yugoslav origin. 

ITALY 


In December 1952, Carlo Migliardi was denounced by police to the Turin, 
Italy, court, prior to formal trial, for having illegally sold 345 kilograms of heroin 
during the previous 3 years to Egidio Calascibetta (already a subject of narcotic 
criminal proceedings at Milan, Italy, for a traffic of more than an additional 540 
kilograms of heroin). Migliardi was formerly technical director of the narcotic 
manufacturing branch of the Schiapparelli Co. of Turin, 1 of the 5 licensed narcotic 
alkaloid manufacturers in Italy. Migliardi used the device of manufacturing 
heroin in this factory, but falsifying the records to make it appear that codeine 
was being manufactured from the crude opium which the company imported on 
alicense. During the month of January 1953 the opium alkaloid-manufacturing 
license of this firm was indefinitely suspended, and its medical narcotics stock 
was to be confiscated. A supplemental investigation during the last week of 
January disclosed the theft of 50 kilograms of morphine base by Migliardi from 
the company in the summer of 1951. A United States narcotic agent stationed 
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in Rome, Italy actively cooperated with the Italian police in uncovering this 
situation. 

A United States narcotic agent, at the request of Italian police, conducted an 
undercover investigation in Rome during the month of June 1953 which resulted 
in the arrests by the police, of Mohamed Ramadan El-Danguir, alias El-Dankir, 
French citizen, and resident of Cairo, 3 Italian accomplices, and the seizure of 
90% kilos of hashish, 1 kilo of morphine base, 1 ounce of cocaine, 2 small samples 
of crude opium, $900 in stolen American Express travelers’ checks, a $10 counter- 


/ 


feit note, a $20 counterfeit note, and 1% million Italian lire. The narcotics were 
smuggled from Beirut, Lebanon, to Italy via Tripoli aboard an Egyptian vessel, 
about June 1, 1953. The hashish was concealed inside 5 gallon tins of Lebanese 
hard candy. The morphine base was hidden in a wooden box of dried candied 
fruits. An additional 24 kilos of hashish were seized at Genoa by the Rome 
lice on June 18, 1953, and a seaman accomplice of El-Danguir was arrested. 
This group had only been operating for about a month and was about to begin 
smuggling the contraband to the United States. El-Danguir had intended setting 
up a clandestine factory in Italy for the manufacture of heroin to be smuggled into 
the United States. 
ECUADOR 


In February 1953 the Bureau of Narcotics sent a narcotic supervisor to Ecuador 
to assist local authorities in narcotic investigations. As a result of his efforts, on 
March 20 and 21, several narcotic traffickers were arrested, and a clandestine 
factory and a quantity of narcotic drugs were seized. The narcotics manufac 
tured in this factory were destined for the United States. 


ALASKA 


Convieted on 4 counts of violating Federal narcotic laws at Anchorage, Alaska, 
Edgar A. Lewis was sentenced, on January 27, 1953, to serve a total of 17 years in 
prison. This was his second conviction on narcotic charges. He had long been 
engaged in the illicit narcotic traffic in California and Illinois, and had become an 
important distributor of illicit heroin and marihuana in the Territory of Alaska. 


HAWAII 


On January 27, 1953, William Lee Knight was arrested in Oahu Prison in 
Honolulu, as the sender of a parcel which he had mailed about 10:30 a. m. on 
January 23, 1953, containing 3,796.52 grains (over 8 ounces) of heroin to his wife 
Carrie Knight, in San Francisco. Knight had been convicted on a previous 
narcotic charge, and had been sentenced, on January 23, 1953, to 5 years in 
prison, which he was serving in Oahu Prison in Honolulu. His wife was also, at 
the time, a defendant in a narcotic case in San Francisco. 


UNITED STATES 
NEW YORK 


On February 9, 1953, Federal narcotic agents and members of the New York 
City police narcotics squad arrested Anthony Charles Ricco and Charles Indi- 
viglia at an apartment in east Harlem and seized approximately 103 ounces of 
heroin and 5 ounces of cocaine in a cache there. Also found in the apartment 
were glassine envelopes, stapling machines, scales, strainers, sifters, and other 
paraphernalia used in cutting and packaging heroin. Ricco, at the time, was out 
on bail in two other narcotic cases. Indiviglia had a previous 18 months’ con- 
viction in connection with a violation of Federal narcotic laws. The arrests and 
seizures were the result of intensive surveillance of the two violators which finally 
led the officers to the plant where the contraband was concealed. 

After 11 months of intensive investigation by Federal narcotic agents, Jean 
Laget, Hugo Rossi, Andrew Alberti, and Enrique Sauzet were taken into custody 
on April 23, 1953, immediately after Laget, Sauzet, and Rossi had participated 
in the sale of one kilo of pure heroin to undercover agents. These men are in 
the top echelon of the illicit narcotic traffic, and Laget is considered one of the 
4 or 5 most important dealers in the country. Laget’s organization had direct 
connections with clandestine heroin laboratories in France. During the course 
of the investigation narcotic agents purchased from this group over 8 pounds of 
heroin and 2 pounds of opium. When the arrests were made, two alien seamen, 
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who were in this country illegally, were also apprehended. 
and Sauzet have been indicted. 

On April 21, 1953, George Salas Silva, crew member of the steamship Unite; 
States, and Bernard V. Schuman, a harbormaster employed by the United State: 
Lines, were arrested in the Times Square area and charged with possession of ap. 
proximately 33 ounces of high quality heroin which they had smuggled ashor 
The investigation was initiated by Federal narcotic agents; United States customs 
agents and members of the narcotic squad of the New York City police cooperated 
Both defendants have been indicted. 

Early in May 1953 narcotic agents heard that Salvatore Lizzio, notorious 
narcotic trafficker, had a large quantity of heroin hidden in an east Harlem 
apartment. Subsequent investigation established the location of the cache 
On May 5, narcotic agents accompanied by New York City detectives entered 
the apartment where the narcotic drugs were stored and found Leo Lizzio, father 
of Salvatore, present. Forty ounces of heroin, together with mixing, adulterating 
and packaging material were seized, and Leo Lizzio was arrested. He stated 
that he was being paid $25 a week by his son for maintaining the cache, and that 
his son had promised to come forward and accept ownership of the drugs if the 
father should ever be arrested. Salvatore, however, has not come forwar 
He is a defendant in a case now pending, involving sales of heroin. 

On May 8, 1953, Angelo Paccione was arrested after he had delivered 10 ounces 
of heroin to a Federal narcotic agent who was posing as a bona fide customer 
Also implicated were Anthony Musarra and Nicholas Constantino, who were 
apprehended the following day. At the time, these two men were at liberty or 
bonds of $10,000 each in a New York State narcotic case pending against then 

On June 5, 1953, narcotic agents arrested Jose Jesus Torres in New York Cit 
and seized approximately 145 pounds of marihuana which he had just transported 
from Laredo, Tex Investigation revealed that Torres was one of the major 
wholesale distributors of marihuana in the United States. His source of supply 
is one of the largest marihuana dealers in Mexico, according to Torres’ statements 

In the last week of July 1953 Frank Madonna, who had been a very important 
interstate narcotics trafficker, was arrested by New York City police and his 
“plant” seized with about 49 ounces of heroin. Narcotic agents cooperated wit! 
the police in making this investigation. Madonna’s supplier, Ercole Ercolano, 
considered a top distributor of illicit narcotic drugs, was arrested by narcotic 
agents at his apartment while he was processing heroin for the market. Six 
pounds of heroin were seized, together with paraphernalia used in diluting and 
packaging the heroin. In the last 2 years narcotic agents had arrested runners 
employed by Ereolano and had seized quantities of narcotics owned by him, but 
he had successfully evaded apprehension. 

On September 29, 1953, narcotic agents arrested Augusto A. Coen, alias Gus 
Levine, after hé had made four sales of heroin totaling 20 ounces to an undercover 
narcotic agent. Coen, a full-time bartender at Sugar Ray Robinson’s bar ii 
Harlem, admitted that he was the source of supply for narcotic violators in 
Pittsburgh, Pa., and Detroit, Mich. Coen had negotiated the sales of heroin 
while tending bar, although the deliveries did not take place there. 

On the evening of October 22, 1953, two narcotic agents were cruising in th« 
Spanish Harlem area in search of a fugitive. Observing William Angelet, national 
list No. 7, standing in front of a bar, the agents stopped to question him about 
the fugitive. William shouted for his brother Tony, who came running out of 
the bar. Both men attacked the agents without provocation, with feet and fists 
and a switch-blade knife. The Angelets were arrested for assault. 


Laget, Rossi, Albert 





NEW YORK-WASHINGTON, D. C, 


On October 21, 1953, Federal narcotic agents arrested Frank DiGiovanni, alias 
Frank Merlo, of Temple Hills, Md., in possession of 3 ounces of high-grade heroin 
and a quantity of capsules, shortly after he had alighted from a New York train 
in Washington, D. C. Also arrested was John A. Crumpton, who had met 
DiGiovanni at the station. The latter had been making 2 or 3 trips a week to 
New York City to pick up supplies of heroin. Upon returning to Washington, 
he would deliver 200 or 300 capsules of heroin to Crumpton, who peddled them 
to addicts on various street corners. DiGiovanni has 2 previous narcotic con- 
victions, 1 in 1939 and 1 in 1944 in New York. 

A 21-year-old New Yorker, Mario Fulva Renato Colucci, carrying an attractive 
candy box containing approximately 23 ounces of high-grade heroin intended for 
delivery to an undercover Federal narcotic agent posing as a buyer, was arrested 
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ly after he had arrived in Washington, D. C., by plane from New York City, 
October 6, 1953. He had been a main source of supply of several large narcotic 
ers recently arrested in Washington. 


NEW YORK-CANADA 


On November 22, 1953, after 3 months of investigation conducted by the New 


office of the Bureau of Narcotics, with the cooperation of the Royal Canadian 
ted Police, narcotic agents arrested, in Jersey City, N. J., Camille Berberi, 
St. Georges de Beauce, Canada, Marcel Rheaume, of Jackman, Maine, and 
Salvatore Merola, Joseph Falcetano, Angelo Monteldo, and Teddy Rivetuolli, of 
ark, N. J. An ounce of heroin was seized from Berberi, and an ounce of 

in was seized from Rivetuolli, The source of the heroin was Canada. 


MICHIGAN 


interstate investigs 


ition ended on April 4, 1953, at the Willow Run Airport 
troit, with the arrest by Federal narcotic agents and Detroit police, of John 
Be and Alfred Cerame, in possession of 42 ounces of heroin which they had 
ht from New York to sell to a purported purchaser. The case started with 
rrest, by Detroit police, of James Ewing on April 1, 1953, in possession of 
ces of heroin. The New York dealers were his source of supply. The New 
rk office of the Bureau of Narcotics was at once notified of the arrests at Detroit 
Bovio and Cerame; thereupon the New York narcotic agents apprehended 
Frank \ with Bovio, was considered a principal in the interstate 
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OHIO 
\ tensive 6-mo nth investigation by Federal narcotic ts was concluded 
June 1953 with the arrests of major distributors of illicit 1 at Cleveland, 
0 including Sylvester (Studo) P: ‘do, the known principal of a group of 
in peddlers against whom convie were secured in Cleveland during the 
Papalardo w an extremely cautious operator, who always transacted his 
through trusted lieutenants, so that it was very difficult to make a case 
Papalardo’s top front man, Patsy Lavelle, was arrested at the same time. 
dealers had been sources of supply for peddlers in other Ohio cities. During 
ivestigation, arrests had been made in Detroit and the Cincinnati-Dayton 


It had previously been noted that the focal point of distribution of narcotic 


in that district had shifted from Detroit to Cleveland, and the Bureau of 


/ 


oties had augmented its force of nareotic agents in Cleveland to meet the 


‘ on. 
On August 14, 1953, Papalardo and Lavelle were found guilty on all counts 
t them, after a 5-day trial in Federal court. Papalardo was sentenced to 
serve a total of 15 years in prison and pay an $8,000 fine. Lavelle’s aggregate 


nce was 13 years’ imprisonment and a fine of $400. The presiding judge 
ied both defendants an appeal bond. 

On October 23, 1953, Federal narcotic agents, assisted by Cleveland police, 
arrested James Mandanici, alias Baldy Menage, in possession of approximately 
15 ounces of heroin. Mandanici is a major distributor and a member of one of 
he most important groups operating in the Cleveland area. This group appears 

purchase its supply of narcotics from a source in Buffalo. The investigation 

ontinuing. 


CALIFORNIA 


On March 29, 1953, at Los Angeles, Matthew Carlton, important wholesaler of 
narcotic drugs, was arrested by Federal narcotic agents assisted by local police, 
and approximately 22% ounces of heroin were seized. At the time of his arrest 
Carlton was awaiting trial on two cl es of violating the California State narcotic 
law. The current case will be tried in Federal court. Two brothers of the de- 
fendant have been involved in narcotic cases, and one of them is now serving a 
sentence of 5 years. 

On April 9, 1953, Federal narcotic agents assisted by two San Francisco police 

pectors, arrested Charles Vincent Cherrito and his common-law wife, Peggy 
Green, at their residence, and seized approximately 7 ounces of high-grade heroin 
hidden among kitchen linens in a drawer. Cherrito was an important whole- 
saler of narcotics who had come to San Francisco about 14 years previously from 
Kansas City, where he had a police record of 45 arrests on various charges. He 



































































292 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


was a source of supply for Joseph Lazzeri, who was also arrested. Narcoti 
agents had previously made 4 one-ounce purchases of heroin from Lazzeri, who 
had 3 prior convictions on narcotic charges. 

On the night of May 30, 1953, Federal narcotic agents and local police arrested 
Sum Mee Ong, Chinese seaman, at San Francisco and seized 8 ounces of heroin 
from him. He had a previous narcotic conviction and was considered an impor. 
tant source of supply for the Chinese section of San Francisco. 

On August 9, 1953, Federal narcotic agents arrested David Raskin and his 
wife Joyce after several sizable purchases of heroin had been made from them 
by an undercover narcotic agent. The Raskins were distributors for a New York 
group of Italians, who usually shipped the orders of heroin by air parcel post to 
San Francisco. The Raskins were arrested at their residence just after a parce| 
post package containing 9 ounces of heroin had been delivered to them. The 
package was postmarked New York City, August 8, 1953. In addition to seizing 
the 9 ounces of heroin in the package, agents confiscated another 9 ounces found 
in the house. In the meantime, it had been determined that one of the New 
York dealers, Carmine Taglialatella (Tagiiatella) was in San Francisco negotiating 
with Raskin. He was placed under arrest. Arrested with him was Marian 
Salerno, common-law wife of his brother Vincent Taglialetella (Tagliatella 
The latter is currently serving a sentence in the San Francisco county jail as a 
result of his conviction for possession of 8 ounces of heroin. 

On December 17, 1953, in San Francisco, Calif., narcotic agents and San 
Francisco police officers seized two ornately carved Chinese camphorwood chests, 
and arrested Wing Dee Joe, former chief cook of the steamship President Cleveland. 
A hollow space was found between the inside and outside walls of the ends of the 
chests, and 15 ounces, 410 grains of pure heroin were found. More than 4 ounces 
of adulterated heroin was found in the room occupied by Wing Dee Joe. Investi- 
gation revealed that the chests had been taken off the steamship President Cleve- 
land on December 17,°1953, by Louis Gim Hang, a well-known violator, who was 
employed aboard the vessel as a scullion. Louis Gim Hang was taken into 
custody, and he admitted that he brought the chests from Hong Kong. Customs 
agents cooperated in the investigation. 


TEXAS 


Culminating extended investigations by Federal narcotic agents, arrests were 
made over a period of several days during January 1953 in Texas. At Lubbock, 
Eugene A. Rodriguez, Burford William Hall, Robert L. Hagan, Serina Lucero and 
Rachel Valdez, all of whom had been selling heroin of high quality which had 
been smuggled from Mexico, were arrested. Raymond Brown, J. D. Taylor, and 
Eril Louise Davis, involved in sales of dilaudid and morphine sulphate which 
Taylor had obtained by burglarizing drug stores, were arrested. Alfonso Lopez, 
alias ‘‘The Fox,’’ and Eulalio Garcia Herrera were arrested for sales of marihuana 
cigarettes and bulk marihuana. At Daingerfield, Tex., Lewis Hershel Noble, 
Joe Russell Wyatt, and J. T. Cloninger were arrested for sales of morphine and 
high quality heroin which had been smuggled from Tijuana, Mexico. 

For several years the Trevino brothers of Nuevo Laredo, Mexico, have been 
major sources of supply for narcotics and marihuana. Through joint efforts of 
Federal narcotic agents stationed in Texas and the United States Treasury 
representative in Mexico City, it was possible to introduce a Mexican narcotic 
officer to Alfonso Trevino Ramos, alias ‘“‘Pancho,”’ and on February 13, 1953, the 
Mexican narcotic officer purchased 10 grams of heroin from Trevino, who was 
immediately arrested and jailed. 

On March 24, 1953, after several months of investigation, John Ellis Sutton and 
several other persons were arrested at Houston, Tex. Sutton had been transport- 
ing large quantities of marihuana to New Vork for sale, and returning to Houston 
with heroin. 

On June 14, 1953 Enrique Trevino was arrested at Nuevo Laredo, Mexico, by 
Mexican officers in cooperation with a United States narcotic agent of the San 
Antonio office and the United States Treasury representative stationed in Mexico 
City, after this well-known violator had made a sale of heroin to a special employee 
furnished by the United States narcotic agent. Enrique Trevino was placed in 
prison in Nuevo Laredo, 

As a result of purchases of marihuana made by narcotic agents from marihuana- 
using musicians in New York City, it was learned that Faustino DeLeon Garcia, 
alias Frank Garcia, and his common-law wife Consuela Dumas Garcia, alias 
Connie Garcia, had been shipping large quantities of marihuana to wholesalers 
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New York City from Lubbock, Tex.; that the New York dealers, when ordering, 
iid mail a book to the Garcias with the order and money concealed in it, and 
its receipt the Garcias would have the marihuana shipped to New York in 
aggage. The information was forwarded to the narcotic district supervisor in 
Houston, Tex. Narcotic agents kept the Garcias under surveillance. On July 
g 1953, a taxicab, occupied by Foster Rowland, was seen to arrive at the Garcia 
me in Lubbock, where a footlocker and suitcase were placed in it The taxi 
vas trailed to the Sante Fe Railroad station where Rowland purchased a ticket to 
New York He was then arrested and the baggage, which contained 63 pounds 
f marihuana, was seized The Garcias were also placed under arrest. In their 
eme was found a book in which $1,200 had been concealed and airmailed to them 
ym New York to pay for the marihuana Narcotic agents in New York had 
tnessed a special employee place the money and the note ordering the mari- 
iana in the book and mail it on June 24, 1953. The Texas narcotic agents were 
otified that the package containing the book was on the way, and they were able 
observe the Garcias drive up to the post office at Idalou, Tex., where Consuela 
vent inside and accepted delivery of it on June 26, 1953. 

On July 12, 1953, Federal narcotic agents and customs officers arrested Leocardio 
Rivas Herrera and his wife at Corpus Christi, Tex., after they had delivered 60 
junds of marihuana to a narcotic agent posing as a customer. 

\fter several 1-pound purchases of marihuana had been made from them, 
Louis Chabolla, Carlota Baldivia Chabolla and Dolores Chabolla were arrested 
yn August 20, 1953, and approximately 119 pounds of marihuana wereseized. These 
persons were large dealers in marihuana, obtaining their supply from Mexico. 


PENNSYLVANIA 


On March 18, 1953, at Philadelphia, 117 narcotic traffickers were arrested. 
Federal narcotic agents working undercover had made purchases from each of 
these defendants. The investigations and arrests were made in cooperation with 
local and State police, Customs agents, Secret Service agents, and Alcohol and 
Tobacco Tax Division agents. 

Climaxing months of undercover investigations by Federal narcotic agents, 
Pennsylvania State and local police officers, 57 persons in the Hill district of 
Pittsburgh were arrested in a series of raids on the night of October 14, 1953. 
[hose arrested were booked either on charges of selling narcotics to undercover 
Federal agents or held in custody for questioning as suspected sellers or addicts. 
One of the most important of those arrested was Joseph Harper, considered the 
largest interstate narcotics distributor in Pittsburgh. He had been supplying 
peddlers in Detroit, Cleveland, Chicago, and other cities. 


ARIZONA 


On April 17, 1953, Paul Sutton, Charles Pacheco, and his son, Marcus Pacheco, 
were arrested at Phoenix by Federal narcotic agents assisted by Arizona State 
officers and Phoenix police officers, at which time a large quantity of smoking 
opium was seized. A narcotic agent working undercover had obtained a sample 
5-tael can of smoking opium from Sutton and after further negotiations, Sutton 
delivered 50 5-tael cans of smoking opium, whereupon he was placed under 
arrest. The premises of a tavern operated by Sutton and Charles Pacheco were 
then searched by investigating officers. Seven additional 5-tael smoking opium 
cans were found and seized. Four of the cans were filled, two were partially 
filled, and one was empty. Charles and Marcus Pacheco were arrested on the 
premises. At the residence of Sutton an additional 5-tael can of smoking opium 
was seized, and an aluminum pan containing approximately one 5-tael can of 
smoking opium. Sutton stated at the time of his arrest that he had smuggled 
the opium into the United States at Nogales, Ariz., from Mexico, in a suitcase 
on the back seat of his automobile. Charles Pacheco had been a suspect of con- 
siderable importance for some time, since he was known to have been closely 
associated with such important violators as Ray and Arturo Leyvas and Arnold 
Enriquez. 

ILLINOIS 


About the first of May 1953 narcotic agents began buying heroin evidence, 1 
to 3 ounces at a time, from Thomas Walker, of Chicago, Ill. Walker employed 
James Lee Haynes to make deliveries. Investigation disclosed that Peter 
Skarpho and Jack Moro were the sources of supply. A purchase of heroin was 
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made from Skarpho by an undercover narcotic agent. The four men were . nek OF ADMTE 


N 


rested on May 13. Four ounces of heroin were seized from Haynes, 6% ounce Hos?! 
from Skarpho, and 7 ounces from Moro. 

After narcotic agents had made four l-ounce purchases of heroin from Edward J 
O’Brien and Robert O’Connor, the two were arrested. At the time, 2 ounces 
heroin were seized from O’Brien and 10% ounces were seized from the roo, , 
occupied by the two. 

The Chicago office of the Bureau of Narcotics received information fron 
district supervisor at Detroit, Mich., that Charles Armstrong, of Chicago, 
been soliciting customers for heroin in Detroit. Arrangements were made for a 
undercover narcotic agent from Detroit to purchase a quantity of heroin fro 
Armstrong in Chicago, after Armstrong had refused to make the delivery 
Detroit. Armstrong agreed to deliver seven ounces to the agent’s hotel roo; 
and then take the agent to the airport where the heroin would be shipped by air 
express to Detroit in a traveling bag furnished by Armstrong. On the way 
the airport their car was stopped, and Armstrong was arrested, together wit 
companion, Willard Jones, who was his employer. Nine ounces of heroin (w 
had been supplied by Jones) and a loaded .38 caliber pistol were seized. Bot 
men were indicted by a Federal grand jury. 

NEW JERSEY 

On September 17, 1953, Emil Frank, gas station operator of Elizabeth, N 
was arrested by narcotic agents and charged with the illegal sale of narcotics 
Frank was reputed to be New Jersey’s largest dealer in illicit narcotic drugs 
He had previously been arrested for car theft and diamond smuggling. 

The Federal Bureau of Narcotics, in cooperation with the Atlantic City Poli 
Department, the sheriff of Atlantic County, and the New Jersey State Polic: 
conducted an undercover investigation in Atlantic City, N. J., over a period of 
45 days. Violations of Federal and State narcotic laws were involved. Th 
investigation terminated on August 29, 1953, when 52 persons were arrested 22 
Thirteen of them were prosecuted in Federal courts, and 39 in the Atlantic County 
State court. One of those prosecuted in Federal court received a term of 7 
years in prison 1947 

WASHINGTON, D. C. 
On September 17, 1953, narcotic agents arrested Thomas J. Carswell, who was Narcotic offend 


charged with the illicit sale of narcotics. On September 23, 1953, narcotic agents 
also apprehended Leroy Looper and Christine Thomas, both of Washington, 
D. C., who were charged with the illicit sale of narcotics. They had obtained 
their supply of narcotics from Carswell. 

A chart is attached indicating the number of persons under 21 years of age 
admitted to the United States Public Health Service hospitals at Lexington, Ky., 
and Fort Worth, Tex., during the period from January 1, 1947, through October Arizona: Phoenix 
31, 1953. 

Also attached is a summary of narcotic offenders under 21 years of age in 64 
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principal cities in the United States, arranged alphabetically by States, showing California 

comparative concentration, for the years 1951 and 1952. Fresno. 
The amount of $2,770,000 requested for the fiscal year 1955 is the minimum Los Angeles 

with which the Bureau can continue its enforcement operations against the pres 

ent narcotic problem and maintain and further the progress attained in reducing Sacramento - 
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WUMBER OF ADMISSIONS UNDER AGE 21 
U.S.P.H.S. HOSPITALS 
LEXINGTON, KY. - FORT WORTH, TEXAS. 


1947 ~ 1953 
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1951 1952 1953 
lec offend ] f PJ inéd ne Ll cil ft United States d 
( ] age Oo} i wm princi pa cies OF tie nited stale au ing 
1951 and 1945 
State and city Year Potal Mal Female 
na: Birmingham 1951 
1952 
\ na: Phoenix 1951 93 63 30 
1952 49 13 
Arkansas: Little Rock 1951 0 
1952 ( 
Fresno 1951 0 
1952 ) 
] Angel 1951 ’ 03 4 
ly 2 624 
Sacramento 951 2 19 2 
1952 
san Diego 1951 168 124 44 
1952 2 164 4l 
san Francisco 1951 53 33 20 
952 38 0 8 
ado: Denver 1951 1 l 
1952 l¢ ] l 
nnecticut: Hartford 1951 3 l 
52 ll 4 
Delaware: Wilmington 951 3 3 0 
1952 4 2 2 
District of Columbia 1951 35 » 9 
952 3Y 29 10 
ida: Miami 51 3 2 l 
1952 5 4 l 
ieorgia: Atlanta 1951 0 
1952 0 
Idaho: Boise 951 0 
1952 0 
nois: Chicago 951 1,099 961 138 
1952 909 TRI 128 
Indiana: Indianapolis 1951 9 W 0 
1952 2 l 1 
Iowa: Des Moines... 1951 ( 
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Narcotic offenders under age of 21 in 64 principal cities of the United States during Narcotic offender: 
1951 and 1952—Continued : 














State and city | Year! Total Male Female 
cane . ae a ati Raitt ah eed a ———— 
Kansas: Topeka... . | 1951 | 0) seal as: 
1952 | 0 Teh alies.------ 
Kentucky: | | | 
Lexington_. néciieeiel : .-| 1951 | 0 sick Houston - - ------ 
1952 | 0} : 
Louisville | 1951 | OD haves | San Antonio. -- 
1952 0 |.- ss . 
Louisiana: New Orleans... | 1051 | 133 115 | é Utah: Salt Lake Cit 
| 1952 133 | 113 a 
Maine: Portland | 1961 | 0 |-- Vermont: Burlingto 
| 1952 0} 
Maryland: Baltimore. 1951 | 43 31 | 12 virginia: Norfolk. .. 
1952 | 29 | 22 | : 
Massachusetts: Boston..... 1951 6 | 2 | 4 Washington: Seattl 
1952 | 5 | 5 | ; . 
Michigan: Detroit... | 1951 264 | 216 | 48 West Virginia: Cha 
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| 1952 5 | 3 _ 
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1952 l 1 ( 
Nevada: Las Vegas 1951 38 | 27 ll 
1952 15 7 | 8 
New Hampshire: Manchester | 1951 | 0 | | 
1952 | 0 ‘ . 
New Jersey: Newark _| 1951 | 85 76 4 Senator | 
1952 59 | 83 f 7 atriaie! 
New Mexico: Albuquerque 1951 | 33 | 30 | with respec 
1952 18 17 ] ‘ OFA. ¢ 
New York 4 30, 1955, an 
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Narcotic offenders under age of 21 in 64 principal cities of the United States during 
1951 and 1952—Continued 








State and city | Year| Total | Male Female 
Texas | | | 
Dallas 1951 75 54 21 
1952 60 39 21 
Houston ‘ 1951 126 117 9 
| 1952 72 68 4 
San Antonio ; 1951 | 146 132 | 14 
1952 101 92 y 
Utah: Salt Lake City 1951 3 2 | l 
| 1952 | 2 1 1 
Vermont: Burlington 1951 0 
1952 0 
Virginia: Norfolk... _. --| 1951 | 2 2 0 
| 1952 0 | 
Washington: Seattle ‘ 3 .| 1951 13 | 7 6 
1952 26 | 17 Y 
West Virginia: Charleston | 1951 0} 
| 1962 | 0 
Wisconsin: Milwaukee | 1951 26 20 6 
| 1952 41 | 28 | 13 
Wyoming: Cheyenne 1951 0 . —_ 
1952 0 | 
Grand total | 1951 4.405 | 3, 655 | 750 
| 1952 3, 616 | 12,445 | 1517 
I Public Health Service Hospital at Lexington, Ky . | 1951 341 | 297 | 14 
| 1952 211 | 185 | 26 


1 Except Los Angeles and Sacramento. 
HIGHLIGHTS OF REPORT 


Senator Dirksen. I am glad that you have gone into some detail 
with respect to the narcotics cases from January 1, 1953, to November 
30, 1953, and that you deal here with the activities that stem out of 
France and Trieste and Italy, Ecuador, Alaska, Hawaii, and then of 
course the most important cases in the United States. 

Mr. CUNNINGHAM. That is right. Those are the important cases 
picked out up to November. 

Senator Dirksen. I wish, Mr. Cunningham, you would just briefly 
highlight this and put it up into two packages, including the illegal 
and illicit imports ition of narcotics, one way and another, also whether 
this problem is becoming more aggrav ated, and whether or not im- 
portations are growing in volume. Highlight that a little bit for the 
record, 


HEROIN 


Mr. Cunninouam. Mr. Chairman, the pattern continues from yea 
to year. For the past several years the chief drug in the illicit traffic 
in this country has been heroin, which is not manufactured lawfully 
in the United States. Up until perhaps a little over a year ago, the 
chief source of heroin was Europe and the Middle East. Without 
going into detail, I would say to that has been added heroin which 
has its origin in the Orient, I might say with propriety, inasmuch as 
this is an open hearing, that it is from Communist China. Further 
than that I would rather not go at this time for reasons which I am 
sure you can very well understs rand. 

Senator Dmksen. That is quite true. 

Mr. Cunntnonam. There is some heroin of an inferior quality com- 
ing from Mexico along with some prepared opium, that is, opium for 
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smoking purposes. In mentioning Mexico I am compelled to sa 

the Mexican Government is cooperating with us in every Way possil)| 
They have put their shoulder to the wheel and are spending som 
money and fly ing over that country to locate poppy fields and destro 


them, using soldiers when necessary. And even though the chief 
source of marihuana continues to be Mexico we cannot complain t 


they are not helping us in every way they can. 


MARIHUANA 


Senator Dirksen. Do they carry on a destruction program d 
here 1 narihy na fal Is ‘HN / 
there m marifit ia heids or not 4 

Mr. Cunntnouam, Mr. Chairman, marihuana grows in Mexico like 
blue oTa doe l Kentucky. 


Senator Dirksen. Yes; it is really a wild plant. 

Mr. CunNINGHAM, And it is very potent by reason of climatic c 
ditions, and thereby lays the reason that marihuana smokers in this 
country prefer Mexican marihuana to any that may be found in 1 
southwest. 

Senator Diksen. How much processing does the marihuana leaf 
have to have in order tO make it smokable ? 

Mr. Cunnrncuam. Very little. The flowering tops are used at 
about the time they mature, that is when they are bearing seed. Those 
tops are cleaned and the leaves are crushed to the consistency of, | 
would say, smoking tobacco out of a Bull Durham bag. It does not 
take too much work. Some of the marihuana is cleaner than others. 
Some of it has sticks in it, some of it has seed, but that which is cleaned 
properly does not have either. 

Senator Dirksen. But it requires no chemical processing ? 

Mr. Cunnrtneuam. None whatever. 


MARIHUANA ADDICTIONS 


Senator Dirksen. While you are mentioning marihuana, of course 
there has been a great anxiety in the country about the growth of 
the marihuana habit, particularly among youngsters. Every so often 
you will see an item on the front page of the newspaper somewhere 
that there is a little clubby group that has gone in for marihuana. 
You might just tell us officially what the extent of the evil is and 
whether we are getting on top of it and curbing it a little at a time. 

Mr. Cunninouam. Mr. Chairman, I want to be frank and say that 
we are not making too much speed with reference to eradicating the 
abusive use of marihuana. There is a definite pattern which has 
become evident in the last few years. There are a great many addicts 
to narcotic drugs who, when questioned, state that they began by using 
marihuana and smoking it and progressed to the use of more potent 
drugs, which, of course, is heroin. I think that has increased in the 
last few years. The extent that it has increased is rather problematical. 

I might say this, we have a procedure of interviewing every addict 
we come in contact with in the country. We have solicited the aid 
of all the police departments in the cities of 50,000 population and 
up to do the same thing and make a record, asking those same ques- 
tions all of which we keep on file. There are many statements to the 
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t they started on marihuana just as a lark, maybe, and then 
illy progressed to heroin. I might say this: In my judgment, in 
instances those poppin who finally get on heroin are bad people 
irt with, whether the y are young or W hether the ‘y are old. It 
tainly is true that you do not find heroin and mal ne ina in libraries 
i churches and places ot that sort; you find 3 Lh dives. But I 
ld be less than frank if I did not say that we per not been able 
do too much with the marihuana problem in spite of the fact 
we have prosecuted a lot of people. 


PROGRESSIVE PENALTIES FOR VIOLATIONS 


Senator Dirksen. Do you think the weakness lies in the law, that 

e penalties have not been severe enough / 

Mr. CUNNINGHAM. I hanm oe was true heretofore. But since the 
passage of the so-called Bog Act, which fixes progressive penalties 
for subsequent offende adie re has been some improvement. I*rom my 
own personal experience, if I may be permitted to say so, going back 

t years next week, I have seen cities, where sentences were light, full 
of addicts and drug peddlers, and those places where the judges meted 
out strong sentences the situation cleared up. I could name many 
cities in which I have worked were that has happened, and they are 
still clean. There just cannot be any doubt that where the penalty 
is severe violations decline. 

[ can remember when I first went in the narcotics service they re- 
ceived 30 days in jail. That penalty has progressed, where some of- 
fenders are getting 20 years. I think the last 20-year sentence we had, 
happened to be from your city of Chicago. 

Senator Dirksen. Off the record. 

(Discussion off the record.) 

Senator Dirksen. You may proceed, Mr. Cunningham. 

Mr. Cunntneuam. Did I cover that phase of it to your satisfaction ? 
You want the other category that you mentioned. 


PERSONAL SERVICES 


Senator Dmrxsen. All of your personnel is engaged in administer- 
ing and enforcing the Federal narcotics and marihuana laws. You 
have 398 people charged with that responsibility and 7 persons en- 
gaged in an executive capacity making a total of 405 anbsteyens: 

Mr. CunniINnNGHAM. That is correct. 

Senator Dirksen. Apparently all your people are engaged in en- 
forcement. 

Mr. CUNNINGHAM. We have 63 average positions in the Bureau, the 
remainder being in the field, on enforcement. 


ENFORCEMENT IN CHICAGO 


Senator Dirksen. I would be remiss, I think, Mr. Cunninghan, if I 
did not say for the nevord that I think the man whom the Bureau in- 
stalled in Chicago recently has really been doing a great job. I have 
known him for a long time and am acquainted with his splendid Navy 
record as well as his performance in the Bureau and other Federal 
bureaus. 
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Mr. Cunnincuam. He has. 

Senator Dirksen. He is bringing these offenders into court rather 
rapidly, and it is commanding wide publication. This has been a real 
evil in Chicago, as you know. Notwithstanding all of the efforts that 
have been made by institutions and organizations of one kind or an. 
other it has persisted too long. I suppose the ultimate answer js 
nothing else except rugged and almost brutal enforcement. 

Mr. Cunninonam. That is right; that is exactly right. 

Senator Dirksen. That is precisely what it needs. 

Mr. CunnincHam. These cases, incidentally, that have just been 
recently completed by making arrests in Chicago grew out of several 
months intensive undercover investigation. Those people are prom- 
inent people in the traffic. They are not what we call boot se shoe 
dope peddlers. 


LEXINGTON HOSPITAL 


Senator Dirksen. What is the caseload at Lexington Hospital now 
as compared with last year? 

Mr. CunnineHamM. It isdown. The last time I talked with them I 
think they had probably 150 or so vacant beds. Appended to that 
statement which was submitted for the record is a chart, indicating 
the trend in incarcerations of people 21 years old and younger from 
1947 to 1953, in which you will notice that the peak was reached in 
1950 of 440 such young people, and last year there were only 119. 


COOPERATION FROM UNITED NATIONS 


Senator Dirgsen. You have a good deal of detail here in the tables 
that came with the justifications, and those will be in the record for 
the information of the Senators. 

I have one other question to ask, relating to the United Nations, 
which of course, has taken account of this narcotic record. The last 
time I talked with Dr. Anslinger he told me that they were getting 
pretty good cooperation from other countries. Would you like to 
amplify that statement in the record ? 

Mr. CunnincHam. It is improving progressively. They had a 6- or 
8-week meeting there last year on two propositions. The Commis- 
sion held its usual session and then they had a conference on limiting 
world production. They reached an agreement that, if put into ef- 
fect, is going to be very beneficial. It is a question of whether or not 
that agreement is going to be enforced to the hilt. Now, if it is you 
can readily see that the traffic in opium and those drugs which stem 
from opium will decrease. Of course, you then have the problem 
which we also have at this time, the synthetic drugs which were 
brought forth during the war, some of them by Germany because 
they could not get opiates. Those drugs are gradually being put un- 
der the narcotic laws and get the same enforcement as do drugs which 
stem from opium or cocoa leaves. But if the producing countries en- 
force that agreement to raise only that opium which is needed for the 
medicinal needs of the world the problem will be reduced to a mini- 
mum. There is no question about that. 
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Senator Dirksen. Of course, I think that is fundamental, if you 
an get enforcement of that cooperative effort in various areas that 
have been the source of supply for the country, or if you can effective- 
ly shut it off. Then of course the trade will diminish here certainly. 
’ Mr. Cunnrineuam. That is correct. 

Senator Dirksen. And you might be able to get on top of it along 
those lines. 

FRANCE 


Mr. CunnincHam. That is correct. We have devoted the most of 
our time to sources of supply, such as these cases in Chicago, both here 
ind abroad. We have maintained a force of men in Europe, and for 
the greater part we are getting very splendid cooperation. We believe 
that it is easier and more economical if we can stop that clandestine 
heroin from coming to this country and scattering. In other words, 
catch it allat itssource. Last yeer, I think asa result of that coopera- 
tion with several foreign governments, particularly France, 5 or 6 
‘landestine factories have been destroyed. I do not mean that the 
heroin coming from over there at the present time is heroin which has 
been made legitimately; it is heroin which is clandestinely made in 
violation of their laws. One of the troubles over there is the lack of 
adequate punishment. One of the deputy commissioners of the French 
Surété was over here last year and stayed 4 or 5 days down here in the 
Bureau, and that was his idea also. But they work with us 100 percent 
and do everything they can. There is a marked difference between 
penalties there and in the United States. 


CANADA 


Let’s take Canada, forexample. They had some dope peddlers from 
British Columbia who became fugitives. We were able to apprehend 
1 of them 6 weeks ago. They took him out in British Columbia and 
tried him and fined him $30,000—and he has the money—and gave 
him 28 years in the penitentiary. Whether that will have any effect on 
somebody else or not, it will certainly stop him from peddling dope for 
awhile. 

Senator Dirksen. The purpose of punishment, of course, is its de- 
terrent effect. It must be severe in this kind of an illicit trade where 
the profits are large, because as the product comes in and it is refined 
and diluted and diluted and diluted obviously it runs into fanciful 
figures. That is a tremendous lure. There is only one way to cope 
with it that I can see, and that is to make sure that your Bureau is 
armed with the necessary authority and that the judges are equipped 
with not only authority but given some mandatory admonition in the 
law that for a given offense minimum penalties must be imposed. I 
know of no other w ay to deal with it. 

Mr. Cunninonam. I think you are quite correct. 

Senator Dirksen. We thank you, Mr. Cunningham. 

Mr. Cunnrneuam. Thank you, Mr. Chairman. 
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UNITED STATES SECRET SERVICE 


STATEMENTS OF U. E. BAUGHMAN, CHIEF, UNITED STATES SECRET 
SERVICE; AND GEORGE W. TAYLOR, ADMINISTRATIVE OFFICER 
UNITED STATES SECRET SERVICE 


BUDGET REQUEST 


Mr. Jounson. The Secret Service is next. 

Senator Dirksen. Mr. Baughman, will you come up, please ? 

We will note for the record that Mr. U. E. Baughman, Chief of th 
United States Secret Service, and Mr. George W. Taylor, Adminis 
travtive Officer, are present. You will testify on all three of thes 
items, I take it, “Salaries and expenses for the United States Secret 
Service, salaries and expenses for the White House Police, and salarie: 
and expenses for the guard force of the United States Secret Service.” 

Mr. BaucuMan. Yes, sir. 

Senator Dirksen. Now, Mr. Baughman, I note that your budget 
request will cover all three of these items, the Secret Service, the 
White House Police, and the guard force. 
$3,418,000 for fiscal 1955. 

Mr. BauGuman. Yes, sir. 

Senator Dirksen. That would compare with $3,605,000, so you will 
be minus, according to this, $187.000. 

Mr. BaucuoMan. Yes, sir. 

Senator Dirksen. Which is quite a tidy sum. I am always de 
lighted to see these economies come up on the horizon, but always 
provided that there is no impairment of the very indispensable service 
that you and your associates render. 

We will put your statement in the record as well as the appropria 
tions summary and certain justification material covering the three 
accounts, namely the United States Secret Service, the White House 
Police, and the guard force. 

(The material referred to follows :) 


You are asking for 


APPROPRIATION ESTIMATE FOR THE UNITED STATES SECRET SERVICE 


“For necessary expenses of the United States Secret Service, including purchase 
(not to exceed [twenty] ten for replacement only) and hire of passenger motor 
vehicles ; and arms and ammunition ; [$2,500,900] $2,438,000.” 


EXPLANATION OF ESTIMATE 


The funds requested under this appropriation are for the administrative costs 
in connection with the operation of the United States Secret Service and the 
‘“arrying out of the basic functions with which the Service is charged, including 
the protection of the President of the United States, the members of his imme- 
diate family, the Vice President, at his request, and the person chosen to be 
President of the United States, at all times and under all conditions ; the detection 
and arrest of persons engaged in counterfeiting, forging, or altering of any of the 
obligations or other securities as well as coins, of the United States and foreign 
governments ; and investigations of personnel, tort claims, and other noncriminal 
-ases as directed by the Secretary of the Treasury. 


EXPLANATION OF LANGUAGE CHANGES 


There are no substantive changes in the appropriation language proposed. 
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Counterfeit money confiscated 


| 
In cirecula- | Not in circula- 


Fiscal yes i 
iscal year tion } tion 


1948, notes and coins 
1949, notes and coins 


$145, 214. 91 | 
338, 062. 84 


$2, 949, 015. 10 
619, 700. 87 





| - 
1950, notes and coins acd 735, 127. 06 554,154.20 | 1, 28% 
1951, notes and coins ; | 621, 187. 68 | 918, 249.15 | 1, 439, 436. 
1952, notes and coins 379, 861. 99 | 394,068.95 | 773, 930. % 
1953, notes and coins . * 178, 384. 49 115, 737. 37 | 204, 121.8 
July 1, 1953 to Nov. 30, 1953 (5 months). - 71, 256. 94 127, 025. 25 | 198, 231. 19 
{ 





Analysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act.__._.__-_~- 
PRCURGRIEDE OTT ORTUNEION BOW BIE ceric eciceesib atdiseii len 
OI i iiettdntrs inns cmnanehmaeniinnicades 
Reduction: Activity No. 1, suppressing counterfeiting and 
investigating check and bond forgeries___.__._._._.____-___--- $77, 000 
Additions: Activity No. 1, suppressing counterfeiting and 
investigating check and bond forgeries__- 
Adjustment in base (net) 


selma lethal niet creeren ae —T4, 000 
Appropriation base for 1955- soa iste saaencsbligome leita 
Increase over appropriation base for 1955______- 


2, 426, 000 
12, 000 


2, 438, 000 
— 62, 000 


pe NE Cb es 
Increase or decrease from total appropriation, 1954 


Comparison of appropriation base with appropriation estimate for 1955 


| Appropriation base Appropriation esti- 


Increase or decrease 





} for 1955 | mate for 1955 
Activity —_ — “ —" Se 
| Average A verage Average 
| > J 
positions Amount | positions Amount | positions Amount 
—— -_—--——_——- 4 -—_— | --- ~ - - oo ——— —- ———_ — —_ — 
1. Suppressing counterfeiting and | | | | 
investigating check and bond | 
forgeries 332 | $2, 250, 600 332 | $2, 262, 600 -+$12, 000 
2. General administrative services 29 | 126, 642 29 | 126, 642 
3. Executive direction 6| 48, 758 6| 48,758 | 
Total 367 | 2, 426,000 367 2, 438, 000 | +12, 000 
Adjustment in base (net) +13 | +74,000 | —13 —74, 000 
Total appropriation. 1954, and | | | 
appropriation estimate for | | 
1955 380 2, 500, 000 367 2, 438, 000 | —13 | —f2, 000 
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Standard classification schedule 


Increase (+) or de- 


crease (—) 1955 
A ppropria- | Appropria- | Appropria- estimate over 
tion esti- tion base tion esti 
mate 1954 1955 mate 1955 
ous ., | 1054 estl- 
1955 base mate 
Total number of permanent positions 394 394 394 
Average number. of all employees 380 367 367 —13 
= = = ome 4 == 
average salaries and grades 
General schedule grades: 
A verage salary $5, 412 $5, 506 $5, 506 | +-$04 
Average grade GS-8.5 GS-8.5 GS-8.5 
bject classification 
Personal services 
Permanent posit‘ons 2, 068,905 | $2,012,142 | $2,012, 142 $56, 763 
Regular pay in excess of 52-week base 7, 995 7, 758 7, 758 237 
Payment above basic rates 25, 000 25, 000 25, 000 
Total personal services 2, 101, 900 2, 044, 900 2, 044, 900 -—57, 000 
Travel 188, 000 188, 000 188, 000 
ransportation of things 15, 400 15, 400 15, 400 
Jommunication services 42, GOO 45, 000 45, 000 +3, 000 
Printing and reproduction 9, 000 9, 000 9, 000 
Other contractual services 44, 200 44, 200 44, 200 
Supplies and materials 57, 000 57, 000 57, 000 
Equipment 23, 500 3, 500 | 15, 500 |+-$12, 000 | —8, 000 
Taxes and assessments 4, 000 4, 000 4, 000 
Unvouchered 15, 000 15, 000 15, 000 
Total appropriation or estimate 2, 500, 000 2,426,000 | 2,438,000 | +12,000 62, 000 


APPROPRIATION ESTIMATE FOR THE WHITE HOUSE POLICE 


“For necessary expenses of the White House Police, including uniforms and 
equipment, and arms and ammunition, purchases to be made in such manner as 
the President may determine, [$630,000] $712,000.” 


EXPLANATION OF ESTIMATE 
The funds requested under this appropriation are for expenses necessary to 
maintain the permanent police force for the protection of the White House and 
grounds, including personal services, uniforms and equipment and arms and 


ammunition and miscellaneous supplies made in the manner the President may 
determine, for the protection of the Executive Mansion and grounds. 


EXPLANATION OF LANGUAGE CHANGES 
There are no substantive changes in the appropriation language proposed. 


Analysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act_ L abi 5 . $630, 000 
Supplemental appropriation for 1954 _ bn libido da desanenctindiisoctoceal a ._...... 100,000 
Total appropriation, 1954______. bi hctanacu’ Sp eee 


Reductions: Activity No. 1: Protection of. White House and 


Geemnee.. .... seiosa Se MU SoD ‘eevee euch SRR ORS 
Adjustment in base (net) _ a iratpioniaaatetandadete enmied ‘ . : -18, 000 
Appropriation base for 1955___- ee .. 712,000 
Increase over appropriation base for 1955 sdeu . = om 
Appropriation estimate for 1955_- ‘ a clas 712, 000 
Increase or decrédse from total appropriation, 1954_ 18/000 
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Comparison of appropriation base with appropriation estimate for | 


Appropriation base Appropriation esti- 
for 1955 mate for 1955 Increase or 
Activity 
A verage : ‘ A verage , A verage 
nositions Amoun positions Amount positions \ 
1. Protection of White Ho 
Ground gg 712. 000 5% 712. 000 
Adjustment in base { &. (WK { 
L otal approy 1 
19 142 730, 00 138 712, 000 —4 
Standard ¢ lassification schedule 
Increase 
crease 
Appropria- | Appropria- A ppropria- estimate 
tion esti tion base, tion esti- 
mate, 1954 1955 imate, 1955 
1955 base 1054 
Total number permanent positions 145 145 145 
Average number of all employee 142 138 138 { 
Average salaries, ungraded positions: Average 
Salary i $4, 892 $4, 926 $4, 926 4 
ORJECT CLASSIFICATION 
Personal services 
Permanent positions $695, 209 $678, 486 $678, 486 16 
Regular pay in excess of 52-week base 2, 680 2, 680 2. 680 
Payment above basic rates 14, 583 14, 583 14, 583 
Total personal services 712, 472 695, 749 695, 749 16, 72% 
Transportation of thing 10 10 10 
Other contractual services 1, 418 1,141 1, 141 2 
Supplies and materials 16, 000 15, 000 15, 000 1, OO 
Equipment 100 100 100 
Total appropriation or estimate 730, 000 712, 000 712, 000 — 18, 00 


APPROPRIATION ESTIMATE FOR THE GUARD FORCE 


“For necessary expenses of the guard force for Treasury Department build- 
ings in the District of Columbia, including purchase, repair, and cleaning of 


uniforms; and arms and ammunition: [$375,000] $268,000.” 
EXPLANATION OF ESTIMATE 


The guard force is unique as a security organization. It is charged with re- 
sponsibility for protecting currency, bonds, checks, and other Government obli- 
gations that are contained in the main Treasury Building and its annex in 
Washington, D. C. To perform their security and protective duties efficiently, 
members of the guard force undergo a continuing training program in the use 
of all types of weapons, in fire fighting, first aid, and self-defense. 


EXPLANATION OF LANGUAGE CHANGES 


There are no substantive changes in language proposed for this appropriation. 
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INTRODUCTORY STATEMENT OF U. E. BauGHMAN, Curer, UNITED STATES SEcrey 
SERVICE 


Mr. Chairman and members of the committee, the total appropriations re 
quested to carry out the functions of the United States Secret Service. White 
House Police, and guard force for the fiscal year 1955 is $3,418,000, a decre 


of $187,000 over the 1954 appropriations and $470,000 less than the 
appropriations. 


Use 


10% 
SECRET SERVICE 


The three principal duties of the Secret Service are protection of the President 
suppression of counterfeiting, and suppression of forgery of Government checks 
and other obligations. 

The appropriation requested for the Secret Service for the next fiscal year 
is $2,488,000, which is $62,000 less than requested for the previous year. This 
represents a reduction of approximately 9 agents and 4 clerks. and a further 

reduction in personnel will have to be made to provide funds for within-grade 
promotions required by law. We will also be required to absorb approximate] 
$13,000, the estimated sum needed to reimburse the Post Office Department for 
penalty mail. However, to avoid further reduction in personnel, we are request 
ing replacement of only 10 automobiles instead of 20 we have customarily 
replaced. 

During the fiscal year 19538 agents voluntarily worked 80,000 hours of uncom 
pensated overtime, which on the basis of an 8-hour day, is the equivalent 
44 agents, or $220,000 in salaries. 

The average amount of annual leave used by employees of the Secret Servic: 
in the past year was 16.3 days. Employees of the Secret Service forfeited 1,042 
days annual leave, which represents $25,084 in services rendered, 

As you are probably aware, commencing in 1954. employees with accrued leave 
in excess of 30 days will be required to reduce the excess leave at the rate of 
6 days a year in accordance with Treasury policy until the maximum accrual 
allowable is reached. Since many employees of this Service have sizable leave 
accumulations and earn 26 days of leave a year, this means that such employees 
will be in leave status for a period of 6 weeks 2 days during the year, thus, in 
effect, reducing available manpower as compared with the previous year when 
annual leave averaged slightly over 3 weeks, 

During the fiscal year 1953 the Secret Service received a total of 88,834 cases 
and closed 37,515. The 37,515 cases closed represents an average of 14 cases 
per month per agent on the basis of 225 agents engaged in the field on inves 
tigative work during the fiscal year 1953. Yet. as of February 28, 1954, we 
had 13,641 cases on hand or an average of 68 pending cases per agent, based upon 
200 agents now im the field doing investigative work. On the basis of estimated 
number of cases to be received by the end of this fiscal year (38,000) the case- 
load per agent is expected to reach an even higher figure. As I have stated 
before to this committee, it is my considered opinion that an average pending 
caseload should not exceed 15 cases per agent to permit expeditious and thorough 
attention to all matters. 

During 1953 special agents arrested 2,799 persons for offenses under the 
jurisdiction of the Secret Service, 112 more than the previous year. Of those 
persons whose cases went to trial 98.8 percent were convicted. Counterfeiters 
of currency received an average sentence of a little less than 4 years and coin 
counterfeiters a little over 2 years: check forgers received an average sentence 
of less than 2 years, but in this category only 57 percent were sent to jail, the 
remainder of those convicted having received suspended sentences and probation. 


CHECK FORGERY CASES 


The forgery of Government checks is still one of our principal criminal en 
forcement problems. Of the 38,834 cases of all types received during the past 
fiscal year, 27,720 were forged check cases, and 26,179 such cases were closed. 
The amount involved in the closed cases was $2,119,243.44. There were 2.984 
check forgers arrested. 

On February 28 we had a backlog of 11,396 check cases in comparison with 
9,045 check cases on July 1, 1953. While the check load has increased, the 
number of forgeries per million checks paid has been prorgessively reduced in 
the last several years from 137 per million in 1948 to 88 per million in 1953. 
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While we continue in our endeavors to educate merchants and others who accept 
Government checks to make certain they are cashed for the rightful owners, 
nevertheless they are still careless in this respect. For instance, a tavern pro- 
prietor recently cashed a notice of discontinuance of allotment pay card which, 
on the front, bore the name and address of the beneficiary and the amount of 
the checks she had been receiving. 


COUNTERFEITING 


The Secret Service received 1,410 counterfeiting cases for investigation during 
the fiseal year 1953, and 193 persons were arrested for violating counterfeiting 
laws. We were successful in capturing 18 counterfeiting plants and their oper- 
ators during the year. 

During the month of November, in El Paso, Tex., our resident agent, with 
the assistance of local police, raided a counterfeiting plant while it was in opera- 
tion, seizing some $75,000 in excellent counterfeit $5 notes. The counterfeiter 
had been under surveillance for several months and at the time of the raid had 
printed only the face side of the notes. We regard this case as a good example 
of effective suppression of counterfeiting not only in protecting the public from 
losses but in stopping the crime at its inception before a distribution and passing 
syndicate could be organized. Twelve such plants were captured before a 
single counterfeit note could be placed in circulation. 

The total amount of counterfeit notes and coins received during the fiscal year 
1953 was $294,121.86 in comparison with a total of $773,930.94 received for 1952, 
or a total decrease of $479,809.08, or 62 percent less. Of the total amount received 
for the fiscal year 1953, $178,384.49 had been placed in circulation resulting in a 
loss to the public. Agents seized $115,737.37 without any loss to the public 

There have been reports and speculation that counterfeiting of American 
dollars abroad is very extensive and that agents of hostile foreign powers are 
responsible for such counterfeiting. However, to date there is no evidence to 
substantiate such speculative reports and we are satisfied at this time that 
counterfeit American currency originating abroad was produced by criminals 
of the same variety as engage in such activity in this country. 

At the 22d General Assembly of the International Criminal Police Commission 
in Oslo, Norway, in June 1953, it was reported, in examining the international 
counterfeiting situation, that this offense was still in the forefront of criminal 
activities and was one of the most important present-day crimes, it being a 
worldwide offense, and that counterfeit money was being circulated in every 
country in the world. The report stressed that counterfeits were constantly 
improving in quality and that a connection existed between counterfeiting and 
other types of crime 

In July 1953 the French Surete Nationale arrested 6 persons and captured a 
complete counterfeiting plant in which elaborate steps had been taken to repro- 
duce United States currency on a wholsale seale. Lithographic stone plates 
with 54 impressions of $20, $50, and $100 notes were used in printing $5 million 
in counterfeit notes. The perpetrators did not have the opportunity to place 
one single note in operation. 

You may be interested in seeing the 54 impressions on one sheet of paper 
which I have with me. 

On September 30, 19538, the French Surete Nationale raided another plant 
in Paris and arrested three Frenchmen, seizing complete printing equipment 
with $1 million of the backs of a $50 note. The back of this counterfeit bill is 
of excellent workmanship and the counterfeiters confessed they had learned 
much from their previous experience in issuing counterfeits, one offender having 
been arrested in 1949 for counterfeiting $40,000 in American money. They went 
to the extent of placing wool filaments between two thin sheets of paper to sim- 
ulate the red and blue threads in our currency In 2 weeks they would have 
completed the face of the bills and would have been ready to distribute the notes, 
but in view of the good work of the French police they were apprehended. 

It is said that according to the Marxist theory, a capitalistic country should 
be kept in a constant state of economic turmoil and its currency destroyed by in- 
flation. We recognize the possibility that Communist plans might also be to 
flood large amounts of false paper money perfectly duplicated in certain coun- 
tries, to disrupt or ruin their economy. However, today there is nothing to in- 
dicate that the counterfeiting of American currency has been undertaken by 
any foreign power. Nevertheless, we are well aware of this potential danger. 
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PRESIDENTIAL PROTECTION 


During the past fiscal year 1,633 Presidential protection Cases were recy 
in comparison with 2,535 for the fiscal year 1952. One hundred and five pers 
were arrested and 97 were convicted or committed to mental institutions 

During the past fiscal year, approximately 90 percent of the protective | 
search cases referred to the field for investigation involved persons ref 
to as paranoid personalities These persons, who communicated with 
White House in one form or another, indicated by their actions or languag: 
existence of some mental aberration. Without exception, all these persons 
pressed a desire to confer with the President or members of the President's 
mediate family, or otherwise clearly indicated a definite intention of so doing 
Of the remaining 10 percent, about 8 percent involved actual threats ae 
the President or his immediate family. Another 3 percent involved al 
and obscene communications and about 4 percent included threats of sui: 

I am pleased to report to the committee that we have received numer 
highly complimentary letters from various officials regarding the manner 
which advance security arrangements are made by the Secret Service incide; 
to visits of the President I know that quite often groups or reception 
mittees are somewhat apprehensive that when a Secret Service agent ca 
make advance arrangements, he may restrict their plans or programs. 1 
have been relieved to discover that we do not set down any policies in thes 
matters, but work along with any such committees and coordinate their 
grams to include certain necessary security measures. 


MISCELLANEOUS 


In addition to the three major duties of protecting the President, his family 
and the Vice President, suppressing counterfeiting and suppressing forgery 
Government checks, the Secret Service is authorized, under section 3056. title 18 
United States Code, to investigate other specific violations, such as forgery ot 
alterations of stamps, bonds, or obligations and securities of the United States. 
as well as foreign governments, also, to investigate personnel, tort claims, viola 
tions of the Gold Reserve Act and Silver Purchase Act; the false making or 
counterfeiting of Government transportation requests: certain violations per 
taining to the Federal Deposit Insurance Corporation, Federal land banks and 
National farm loan associations, such as acceptance of loan or gratuity b) 
farm credit examiner, counterfeiting obligations of this Corporation, embezz\c 
ment by employees of Federal Deposit Insurance Corporation and false stats 
ments in connection therewith; and to detect and arrest any person violatin 
any laws of the United States directly concerning official matters administered 
by and under direct control of the Treasury Department, subject to the direction 
of the Secretary of the Treasury. 

The passage of Public Law 79, 82d Congress, defining Secret Service powers 
and duties, did not give us any additional duties or jurisdictions, nor did it re 
strict the investigative duties of any other agency, but merely codified in the 
form of basic legislation the authority granted annually since 1922 to the Secret 
Service in yearly appropriation acts. 


EQUIPMENT 


We are asking for 10 automobiles which are for replacement purposes only 
We will have 65 automobiles eligible for trade-in due to mileage or age, and the 
cost of maintaining these cars will increase accordingly. However, we are ask- 
ing for only 10 replacements in order to absorb the cost of penalty mail and to 
avoid further reduction in personnel. 

Coincident with our recent personnel reduction, we have reduced our fleet 
from 201 to 185 cars. 

WHITE HOUSE POLICE 


The requested appropriation for the White House Police is $712,000, which is 
$18,000 less than the previous fiscal year, and will provide for 138 police officers, 
a reduction of 4 below the number provided for 1954. 

The White House Police Force protects the Executive Mansion and grounds. 

Since the White House was officially opened to the public on April 22, 1952, the 
White House Police have supervised and controlled a total of 1,601,958 visitors 
(up to and including November 30, 1953), or an average of 4,000 visitors per day 
for a 5-day week. 
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In addition to manning their regular posts of duty, police services are neces 
sary at certain social functions and receptions for escorting persons not having 
security Clearance and for supervising press conferences 

ese Officers receive constant training in security techniques 

rhe White House Police Force has one of the best pistol teams in the country, 

i only recently, at the Lower Merion, Pa., pistol match, placed second in a 
field of 52 of the best police pistol teams in the United States 


1e problem of protecting the White House has become increasingly difficult 
ise of unsettled world conditions Periodically, organized groups appear 
White House to protest some Government action or to proclaim their 





St Many of these groups have subversive affiliations and it is possible that 

seemingly peaceful demonstration could erupt at any time, resulting in an 

ganized attack upon the Executive Mansion. In such a case the White 
House Police would represent the first defense perimete1 





rhe requested complement of 138 police officers is necessary to man the 
sts essential to the protection of the remodeled and et tive 





Mansion, its surrounding grounds, and the executive offices adjacent thereto 


GUARD FORCI 


The requested appropriation for the “Guard force” is $268,000, which is 





$107,000 less than the 1954 appr iatior Chis amount will provide for 71 
yees with related expenses for protection of the main Treasury Building 
s annex 
reduction represents a nonrecurring item of $100,000 for salaries and 
ses of 29 guards assigned to the armored truck company d the loans and 
cy activities cated in the Bureau of Engraving and Printing Annex, 


a curtailment of expenses for personal services in the amount of $7,000 
by reducing the average employment in the main Treasury Building and its 
y 2 guards 
e activities of the armored truck company were transferred to the Director 

e Bureau of Engraving and Printing on July 1, 1953, under authori 

r reasury by Reorganization Plan No. 26 of 
An amount of $100,000 has been placed in a reserve for savings for the fiscal year 
1954 and is so reflected in the 1954 figures set forth 





ed in the Secretary of the 





in the 1955 justification 





By direction of the Secretary, the Secret Service will make annual inspections 

the guard at the Bureau of Engraving and Printing and also at the United 
States mints 

The guard force receives constant basic training in the protective techniques, 


including training in firearms, fire fighting, first aid, and civil defens¢« 
rhis force is operating at the very minimum consistent with its responsibilities. 
CONCLUSION 


It is reported that crime in general has increased 8.2 percent throughout the 
United States in the past year. I take pride in saying that during that time 
the Secret Service, with its small force of special agents, has effectively sup- 
pressed counterfeiting, has kept check forgeries at a reasonable minimum, and 
continued to discharge satisfactorily the great responsibility delegated to 
us by Congress, to protect the President, his family, and the Vice President. 

We have practiced the most rigid economy in t performance of functions. 
We have elimina 1 teletype machines in some of our field offices because of in- 

ised rates. We have the dubious distinction of being the only enforcement 
: y, State or Federal—-which perm its investigators to work alone in 
certain dangerous areas in New York, Chi Detroit, and other metropolitan 
enters, according to a survey conducted by a private firm. We realize that 
is wise to send agents into these areas in pairs, but with our limited force 
ind our heavy caseload we are not in a position to do so. 
Recently we inaugurated a specialized training course designed to get maxi- 
um production and efficiency from our agents in the suppression of counter- 
and in our other work. If funds permit, I hope to have additional 
classes for the newer agents, but if that is not possible, at least we have estab- 
lished a foundation for such training in the future. 

Our economy objectives, our management program, and our training methods 
are aimed at serving and protecting the public to the best of our ability. On 
the basis of our requested appropriation, $2,438,000 and the population of the 
country, 160 million, the annual cost per capita of the Secret Service is only 
1% cents. 
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Undoubtedly, as long as the Government issues money and checks, there y 
be counterfeiting and forgery. So long as the Secret Service exists, it Will co; 
tinue honestly and efficiently to keep to a minimum these crimes against th, 
people. 

Senator Dirksen. Suppose you tell us a little bit about your duties, 
and where these cuts have been contrived. May IL ask you at the outset 
if this estimate is in full accord with the request you originally mad 
to your own budget officer ? 

Mr. Baucuman. Yes. 

Senator Dirksen. So that you got what you asked for ? 

Mr. Baveuman. That is correct. 

Senator Dirksen. That is always a comfortable circumstance to be 
in. Now tell us about the first item here, “Salaries and expenses” fo 
your own needs, the United States Secret Service. You are asking for 
$2,438,000, which isa reduction of $62,000 under the figure of $2,500,000 
appropriated in 1954. 

Mr. Baveuman. For the Secret Service. 
decrease of $187,000 ? 

Senator Dirksen. 


Shall I explain this total 
Yes, wish you would, Mr. Baughman. 


BREAKDOWN OF APPROPRIATION DECREASES 


Mr. Baveuman. The decrease of $187,000 in total appropriations 
requested includes a reduction of $62,000 for the Secret Service, $18,000 
for the White House Police, and $107,000 in the guard force. The 
reduction of $62,000 in funds requested for the Secret Service repre 
sents elimination of 9 agents and 4 clerks. 

Senator Dirksen. Are they all in Washington, or are some of those 
in the field ? 

Mr. Baveuman. Throughout the field. 

Senator Dirksen. Throughout the field ? 

Mr. Baveuman. Yes. And then there isa nonrecurring item result- 
ing from replacement of only 10 automobiles in 1955 instead of 20 
allowed for the current year 

The reduction of $18,000 a the White House Police force represents 
the elimination of four positions with related expenses. 

The guard force request has been reduced by $107,000 below the 1954 
request. 

Senator Dirksen. 
also? 

Mr. Bavenman. That is here in Washington. The White House 
Police and the guard force are located in Washington. 

Senator Dirksen. I am speaking about the guard force. 

Mr. Bavenman. Now $100,000 of this $107,000 represents a reduc- 
tion in salary and related expenses for 29 guards assigned to the 
Armored Truck Division and the Division of Loans and Currency. 
These activities and guards were transferred to the Bureau of Engray 
ing and Printing under the authority vested in the Secretary of the 
Treasury by Reorganization Plan No. 26 of 1950, subsequent to the 
approval of the Appropriation Act of 1954. The sum of $100,000 
has been placed in a reserve for the current year. So actually the 
reduction is $7,000, which eliminates two guard positions. 

Senator Dirksen. You do not have direct supervision over the guard 
force, for instance, at the mint in Philadelphia or in Denver ? 


Is that all at the departmental level or in the field 
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Mr. BauGuman. No, sir. 
Senator Dirksen. That is outside of your agency ¢ 
Mr. BauGuMman. Yes, sir. 
enator Dirksen. Now I want you to tell us a little about your 
work last vear and this year and what you anticipate in the days 
shead. 
DUTIES OF SECRET SERVICE 


Mr. BauguMan. As you undoubtedly know, the major or primary 
auties of the Secret Service are the protection of the Preside nt, the 
suppression of counter feiting, and of forgery of Government checks. 
Last year we received 38,834 cases and « ‘losed 37,515. As of Febru: ary 
28 of this year we had 13,641 cases on one'g an average of 68 cases 
per agent. Last year we arrested 2,799 persons, and of the total who 
went to trial 98.3 percent were convicted. 

Forgery is one of our biggest criminal problems to date. For im 
stance, out of the 38,834 cases received last year 27,720 were forged- 
check Cases, 

As far as counterfeiting is concerned, last year we captured 18 
ounterfeit plants. Twelve of those plants were captured before a 
single counterfeit note got into circulation. All together we received 
a tote al of $294,121, a reduction over the previous year, which amounted 
to S773.930. 

Last year we received 1,633 of what we call Presidential cases for 
investigation, that is, cases that might involve a threat against the 
President. 

Senator Dirksen. How many? 

Mr. BavueuMan. One thousand six hundred and thirty-three. One 
hundred and five persons were arrested for making threats. 

Last year 97 persons were convicted and sent to prisons or mental 
nstitutions., 

In addition, the Secret Service lias jurisdiction over the forgery of 
stamps, bonds, tort claims—— 

Senator Dirksen. What would those forged-bond cases be? Do 
you mean a plant that actually prints bonds? 

Mr. Baweuman. A forged-bond case is where a bond perhaps has 
been stolen from a home, and then the person actually forges the 
signature of the payee of that bond. 

Senator Dirksen. Yes, but it is not an endeavor to reproduce a Fed- 
eral bond? 

Mr. BavecuHMan. No, not a counterfeit bond. 

Senator Dirksen. In connection with the counterfeiting of cur- 
rency, have there been cases of counterfeiting of ane 

Mr. BacveHman. No, we have not had one counterfeit bond case. 
During the last war, in New York, we did have a case where they 


ounterfeited $5 defense stamps. 
DECREASE IN COUNTERFEITING 


Senator Dirksen. I noticed the other day, If probably came out of 
the FBI, somet hing to the effect that there has been a very sharp 
nerease in bank embezzlements and embezzlements in fiduciary in- 
titutions in the last year. Has there been a en re rise per- 
haps in other types of criminality, including counterfeiti: 
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Mr. BaveuMman. Counterfeiting, with respect to the amount 
counterfeit money received, has decreased. 
Senator Dirksen. I am thinking more in terms of the effort rat 
than how much actually got into circulation. 


FORGERY OF GOVERNMENT CHECKS 


Mr. Baveuman. No, I would say counterfeiting is on a dec: 
However, there is an increase in the forgery of Government che 
About 52 percent of the forged checks are stolen from the mails. F 
a corresponding period of 8 months—that is, from last July up unt 
February 28—we have received 5,000 more forgery cases than wi 
ceived for the same period last year, For instance, from July 1,19 
to the end of February 28, 1954, we received 20,130 check cases 
comparison to 15,248 for the corresponding 8 months of the previ 
year. 

There has been a slight decrease in the number of forged bonds, 
but, as I said before, of course, our big work right now in the criming 
field is investigating the forgery of these Government checks. 


PROTECTIVE RESEARCH CASES 


Senator Dirksen. What do you mean particularly when you spea 
about protect ive research cases ? 

Mr. Baveuman. Those, Mr. Chairman, might involve oral threats 
or written communications where there is a threat against the Pres 
dent of the United States. 

Senator Dirksen. So that is a euphemism for a threat. 
interesting term, “protective research.” 

Mr. BaucuMan. We have a section called the Protective Researc! 
Section. 

Senator Dirksen. Of course, it involves checking a person’s back 
ground and record and one thing and another. 

Mr. BaveuMan. Yes. 

Senator Dirksen. I am surprised, frankly, at the number that you 
have, although a lot of those must necessarily be cranks, 

Mr. Baveuman. They are. 

Senator Dirksen. But quite aside from those that are cranks and 
those who are mental defectives, can you say for the record how man) 
of these are, in your judgment, serious? You have some basis fot 
evaluating how serious they are. And there is something timely 
about it since one branch of the Congress has been converted into 
a shooting gallery, or at least some effort was made along that line. 


It is a very 


THREATS AGAINST THE PRESIDENT 


Mr. BaucuMan. Yes, it is a serious group all right. 
I would say about 3 percent really involve actual threats. 
Senator Dirksen. Three percent? 


Mr. Bavenman. Against the President. And then you have the 


abusive or obscene type. We do not make it a point to investigate 
every letter writer to the President, whether they are critical or not; 
it is just where there might be a veiled threat or something obscene 
in it, and then we do make an investigation to try to determine the 
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, <oround of the writer so we are aware of him or his activities, 
t poi connection with the protection of the President. 
Senator Drmxsen. That is where you usually leave the problem, with 
.dmonition and nothing more? 
BavuguMaN. Quite often, in a majority of cases. 
‘ COUNTERFEITING ACTIVITIES ABROAD 
= itor DimkKsEN One othe q estic To what exte ive we 
( bothered, if at all. by the endeavor to counterfeit mo ey and 
‘ ns and other things abroad to be sent into the United States? By 
‘ | i CO erfeiting oul irrency some other ¢ trv and 
l, a ee 
ng it over here 
7” BaveuMan,. It was quite prevalent after World War I, 
mn is decreased in the last few years. 
Senator Dirxsen. It « irred to me that in view of the fact that 
by 11a MAKE Treasury plates available to the Russ lans du ng World 
. War IT and had such an engulfment of this special currency over 


re, once a lot of peopl learn the art and there are plates around 

might anticipate that vou are going to have trouble with them. 

s why I wondered whether it actually shows up now in your 

BavcuMan. In the history of the Service we have never had 

hrea : uch counterfeiting abroad as we did during the period right after 
Pri We rid War II. Of course, perhaps that is due to the demand for the 
lar abroad, and a lot of counterfeits were pate through the black 


L vi rkets. Only this past summer the French police seized a group of 
rsons over there, French criminals, and they seized $5 million in 
ea ntertTeit 2 *s, 50’s, and $100 bills. 
Senator Dirksen. §) million? 
ba Mr. Bavenman. And not one bill had gotten into circulation. 
Senator Dimxsen. I wonder if you have one to exhibit here. I would 


ation because eventua 


Mr. Bavenman. Yes: it is fortunate for us that none of it got into 
reu t would have come over here. 
Senator Dirksen. So they roll it off in great sheets. 


t 
BavucuMan. They do. 





19) itor Dirksen. I have no practiced eye for this, as you know. In 
for rst place, I would say, of course, the paper is a giveaway, is it not ! 

nely Baueuman. Yes. Of course, they would have touched that up 

inte ore, soiled the paper. 

line Senator Dirksen. I am spe aking about the quality of the paper. 


How does t compare with the bonc 

Mr. Baveuman. We, of course, as you know, have colored fiber in 

paper. That does not have any. 

Senator Dmxsen. It has a softer texture. 

Mr mer HMAN. It is very different. 

Senator Dmxsen. Well, they did a good job on Franklin on the 
the $100 ills s. Grant does not look quite natural to me there, but Andrew 
fate Jackson looks pretty well. 
ot ; Where are the weaknesses in this? The numbers! 
ene Mr. Bavenman. Yes. And generally the printing is sort of grey 
the # and dull and not distinct and clear. As a ual of fact, the back, 


s I recall. is—— 
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Senator Dirksen. Although, Mr. Baughman, if those were soiled 
and crinkled a little bit and had gotten into the arteries of commerce, 
I suppose they could get by. 

Mr. Baveuman. They would fool a lot of people in this country 
and in Europe, too. 

Senator Dirksen. Why do you think that a foreign counterfeiter 
will fool with 50’s and 100’s when he knows full well that those bills 
are always a little suspect. One always takes a couple of looks 
bills in the higher demoninations, whereas on a 10, 20 or 5, that iniaha 
not. be the case. 

Is that sheet right out of the plant over in France? 

Mr. Bauguman. Yes. I believe the reason they make large denom- 
inations there is because eventually it would go into the blac ‘k mi irket, 
and a lot of people or refugees who would eventu: lly come over here, 
want large denominations to keep their bank roll as small as possibk 

Senator Dirksen. Insofar as you know, what efforts are made to 
sell those to tourists who get over there on the theory that they 
can bring them back if they are so gullible as to do it? 

Mr. Baveuman. We have only had 1 or 2 instances where a tourist 
from this country has become involved, and they have been innocent 
victims. 

Senator Dirksen. So they are very 
United States currency abroad ? 

Mr. Baveuman. Yes. And travel agencies and steamship com- 
panies at our request have notified Americans going abroad to be on 
the lookout for counterfeits. 

Senator Dirksen. Of course, it is a daily occurrence abroad where 
they try to sell you their own currency. There seems to be a little 
black market operation in every public place somewhere. At least 
that has been my experience over the world in the last year. For 
tunately, we do not have that to contend with. 

Now we are going to put some of these tables into the record. | 
think they wil] be very useful. 

What else would like like to tell us, Mr. 


request ¢ 


careful about fooling wit) 


Baughman, about. this 


WHITE HOUSE POLICE 


Mr. Bavanman. As I mentioned, in the White House police there 
will be a reduction of $18,000, or 4 positions. 

Senator Dirksen. Let me just examine this detail a little bit. I see 
you will have 332 people assigned to suppressing counterfeiting and 
investigating check and bond forgeri ies. You will have 29 on general 
administrative service, and 6 on executive direction. That is 367 
positions in the Secret Service. 

Mr. Bavucuman. That is right. 

Senator Dirksen. That is for fiscal 1955. 

Now, on the White House police there are 
take it, and that makes 142. 

Mr. Baveuman. Less 4. 

Senator Dirksen. Yes, the four are taken off. 
net of 138 positions, and an estimate of $ 
of $18,000 in that item. 

Mr. Baveuman. That is correct. 


58 positions plus 4, I 


So you will have a 
712,000, reflecting a decrease 


al 


TREASURY} 


senator Dirks 
on gt 

Mr. BAUGHMA 
round the clock 
yt down on per 


Senator Dirk 
are speaking at 
small cars ¢ 

Mr. BavuGHM: 

Senator DIRK 

Mr. Baveu™M 

Senator Drm 
arger cars ¢ 
Mr. Bavucu™M 
that what you ! 
Senator Drei 
Mr. BavuGu™ 
Senator Dir 
Mr. Baver 
llouse itself er 
Senator Drr 
more to say tt 

‘tem 1s $265.4 

Mr. Bauch 
sibility for p 
obligations st 
tion to maki 
of 2 positions 

a ood job. 
Senator D 
Baughman, | 
have very ¢2 
I think the 
we will resul 
(Whereuy 


mittee was I 


5 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 317 
re SOile Senator DirkKsEN And that, in vow judge it. is enough to get 
MMeree o 
Mr. BAUGHMAN Yes. That represents the coverage for one post 
count ind the clock. We cannot eliminate an entire post, but we can 
down on perhaps some posts at night, when circumstances permut. 
erte 
se bills AUTOMOBILE REPLACEMENTS 
ooks 
t mio) Senator Dirksen. By the way, these automobile replacements you 
” speaking abo it, are those hmousines that they ise. or are they 
small cars ¢ 
lena Mr. BAUGHMAN. Small cars 
narket Senator Dirksen. They are all small cars 
r here Mr. Baveuman. Yes 
ssiblk Senator Dirksen. Don’t your men use 1 or 2 or 3 or more of the 
ade t, reer cars ¢ 
t ther & Mr. Baveuman. We have large cars over at the White House. Is 
. 2 what vou are referring to! 
ourist Senator Dirksen. I am referring to the White House 
Llocent Mr. Baveuman. But they are on a loan basis. 
Senator Dirksen. I see. 
wit] Mr. Baveuman. Practically all of those are rented by the White 
H use itself except Tol a couple assignec to us. 
com Senator Dirksen. I expect that is all, unless you have got something 
be or more to say to us about the guard force. l note the request for this 
tem is $268,000, a reduction of $107,000 under the 1954 appropriation. 
vher Mr. Baveuman. The main duty of the guard force is the respon- 
little sibility for protecting the currency, bonds, checks and Government 
least bligations stored in the main Treasury building and annex, in addi 
For n to making patrols. As I said, there is on ly an actual reduction 


f2 positions. While the force is at a mimimum, I think they will do 
a i good job. 
Senator Dimxsen. Well, if that is the extent of your story, Mr. 
this Baughman, let me express my appreciation your coming. It will 
ive very careful study. 
I think that concludes our work for this afternoon at this point, and 
we will resume at 2 o'clock tomorrow. 
er (Whereupon, at 3:53 p. m., Wednesday, March 24, 1954, the com- 
ittee was recessed until 2 p. m., Thursday, March 25, 1954.) 


— 









































TREAS 


Supec 


The subeom 
the Capitol, F 

Present: Se 
Kilgore. 


STATEMENTS 
REAR ADM. 
IRA E. ESKI 
TON, COMPT 
AND COST A 


Senator Dr 
$30,675,000 be 
Admiral O'] 
Senator Dr 
Admiral O07 
Senator Dir 
that in the re 
tain justificati 
(The materi 


APPROPR 


“For necessary 
not otherwise pr 
Act of August 2 
passenger moto! 
repair of aircraf 
of appropriation 
number of aircrs 
[thirty-seven] ¢ 
attrition: Provie 
to the Coast Gu 
shall be transfer 


42711—54— 





TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1955 


THURSDAY, MARCH 25, 1954 


Unirep Stares SENATE, 
SUBCOMMITTEE OF THE COMMITTER ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 2 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Everett McKiniep Dirksen presiding. 

Present: Senators Dirksen, Saltonstall, Robertson, Maybank, and 
Kilgore. 

TREASURY DEPARTMENT 


Untrep Srates Coast Guarp 


STATEMENTS OF VICE ADM. MERLIN O’NEILL, COMMANDANT; 
REAR ADM. A. C. RICHMOND, ASSISTANT COMMANDANT; CAPT. 
IRA E. ESKRIDGE, DEPUTY CHIEF OF STAFF; CAPT. C. B. ARRING- 
TON, COMPTROLLER; AND COMDR. P. E. TRIMBLE, CHIEF, BUDGET 
AND COST ANALYSIS DIVISION 


BUDGET ESTIMATE 


Senator Dirksen. I see your estimates have been reduced by 

$30,675,000 below the current appropriation of $211,850,000. 

Admiral O’Net. Yes, sir. 

Senator Drrxsen. That is a total request of $181,175,000 for 1955. 

Admiral O’'Nenm. Yes. 

Senator Dirksen. Your statement is before us. So we will insert 
that in the record along with the appropriations summary and cer- 
tain justification materi: ial considered pertinent to the hearing. 

(The material referred to follows :) 


APPROPRIATION ESTIMATE FOR THE UNITED STATES CoAst GUARD 
“OPERATING EXPENSES 


“For necessary expenses for the operation and maintenance of the Coast Guard, 
not otherwise provided for, including services as authorized by section 15 of the 
Act of August 2, 1946 (5 U. S. C. 55a); purchase of not to exceed thirty-two 
passenger motor vehicles for replacement only: maintenance, operation, and 
repair of aircraft; and recreation and welfare; [and examination of estimates 
of appropriations in the field; $188,250,000] $155,900,000: Provided, That the 
number of aircraft on hand at any one time shall not exceed one hundred and 
[thirty-seven] twenty-siz exclusive of planes and parts stored to meet future 
attrition: Provided further, That (a) the unobligated balance of appropriation 
to the Coast Guard for the fiscal year [1953] 1954 for “Operating expenses” 
shall be transferred on July 1, [1953] 1954, to the account established by the 
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Surplus Fund-Certified Claims Act of 1949 for payment of certified clains 
(b) amounts equal to the unliquidated obligations on July 1, [1953] 1954, agains: 
the appropriation “Operating expenses”, fiscal year [1953] 1954, and the appro 
priation for “Operating expenses” for the fiscal year [19% 1953 which was 
merged therewith pursuant to the Treasury Department Appropriation Act 
[1953] 1954, shall be transferred to and merged with this appropriation, and 
such merged appropriation shall be available as one fund, except for accounting 
purposes of the Coast Guard, for the payment of obligations properly incurred 
against such prior year appropriations and against this appropriation, but on 
July 1, [1954] 1955, there shall be transferred from such merged appropriatio: 
to the appropriation for payment of certified claims (1) any remaining unex 
pended balance of the [1952] 1953 appropriation so transferred, and (2) any 
remaining unexpended balance of the [1953] 1954 appropriation so transferred 
which is in excess of the obligations then remaining unliquidated against such 
appropriation: Provided further, That except as otherwise authorized by the 
Act of September 30, 1950 (20 U. S. C. 236-244), this appropriation shall be 
available for expenses of primary and secondary schooling for dependents of 
Coast Guard personnel stationed outside the continental United States in amounts 
not exceeding an average of $250 per student, when it is determined by the Se 
retary that the schools, if any, available in the locality are unable to provide 
adequately for the education of such dependents, and the Coast Guard may 
provide for the transportation of said dependents between such schools and their 
places of residence when the schools are not accessible to such dependents by 
egular means of transportation.” 





EXPLANATION OF ESTIMATE 


The functions of the Coast Guard embrace, in general terms, maritime law 
enforcement ; providing limited security of certain important ports and water 
front facilities ; saving life and property ; providing navigational aids to maritime 
commerce; promoting the efficiency and safety of the American merchant 
marine; and military readiness to serve as a part of the Navy in time of war or 
national emergency. For the purposes of these estimates in presenting the budget 
program, these various functions have been grouped into three main activities, 
namely: (1) Search, rescue, and law enforcement; (2) operation of aids to 
navigation; (3) port security. The ocean weather station program involving 
10%4 stations will have been discontinued as a Coast Guard activity by July | 
1954. 

The budget program for 1955 reflects substantial reductions for 2 of the 3 
remaining Coast Guard activities, as follows: 

(1) Search, rescue, and law enforcement.—The cost of 15 Iajor cutters is not 
included in the tetal for this activity, although the vessels involved are a part 
of Coast Guard’s search and rescue program. These ships will be treated as 
part of the 17 vessels required for the operation of 524 ocean stations for which 
a military requirement has been established, and for which the Department of 
Defense will provide reimbursement. The ocean station vessels will continue 
under the operational control and direction of the Coast Guard and thus serve 
a dual purpose in being available to assist the Coast Guard in the discharge of its 
basic search and rescue functions, 

Expanded search and rescue coverage in the Pacific at Wake Island, Guam, 
Midway, Sangley Point, Philippines, and Adak was discontinued by the Coast 
Guard in December 1953. As a result, Coast Guard requirements have been 
reduced by 11 aircraft (2 PBM, 4 P4Y, 2 PBY, and 3 JRF) and 5 vessels (4 DE 
and 1 WPB) 

(2) Port security—Under the “Port security” activity the shoreside of the 
critical waterfront area patrol will have been discontinued by July 1, 1954, and 
only spot inspection of waterfront facilities and checking personnel entrance to 
restricted areas will be carried out. Also during 1955, supervision of loading and 
unloading of cargoes within port areas will be limited to explosive cargoes only. 
The remaining tasks of patrolling harbor entrance and controlling anchorage at 
certain ports, boarding, and searching suspect vessels and screening merchant 
seamen and longshoremen will be carried on at the same level as in 1954. 

(3) Operation of aids to navigation —No change in the level of these opera- 
tions is contemplated in 1955. 


TREASU! 


4) Operation 0 
station vessels ha’ 
tions; to provide 
md te serve as Cc 
navigation, and a 
qa Coast Guard ac 
ire being laid Ww 
2 WPG) will be } 
Coast Guard will 
Atlantic and 2 in 
Defense. Expens 
activity 

>) Lay-wp pre 
the Pacific and th 
11 DE-type vesse 
also, in connectiol 
reduced by 11 air 
up in 1955 in con 

ill activities 

ecruiting costs i 
with 8.570 in 19+ 
evel of mainten 
normal in 194 
rate activity T) 
as stated 

It should be ne 
aireraft, station, 
activity primaril 
facilities and all 
enforcement,” Wl 
to navigation.” 
development pro 
all three ac tiviti 

The overall t 
total indirect co 
of each primary 


The changes i 
(1) Reduce t 
This reflects the 
of the expanded 
(2) Bring up 
make it applice 
accounting and 
accounting. Fu 
to surplus at th 
(3) To delet 
priations in th 
Law 207, 88d C 





yy the 
all 


hts of 
mounts 


e Sev 
Provides 
mu 
the 


Its by 


inue 
erve 
f its 


lam, 
‘oast 
been 


DE 





TREASURY AND POST OFFICE APPROPRIATIONS, 1955 321 


4) OF ition of ocean stations for metcorological and other services.—Ocean 
on vessels have been maintained and operated to obtain weather observa 

provide communication facilities for transmitting weather reports; 
serve as check points for aircraft insocean routes, as aids to 
on, and as rescue facilities. T! is being discontinued as 
Coast Guard activity effective July 1, result, 7 DE class vessels 


being laid up during fiscal year 1% and 4 additional vessels (1 DE and 








WPG) will be paid up beginning July 1, 1%4. During fiscal year 1955, the 

st Guard will operate na rein le basis 324 ocean stations in the 
Atlantic and 2 in the Pacific as requirement of the Department of 
wfense. Expense for vessels to be laid up in 1955 is shown as a separate 


ut of discontinuance of 3 ocean stations in 


and rescue program in the Western Pacifk 


>) Lay-up progra As a re 
Pacific and the expanded sea 








DE-type vessels and one S8-foot patrol at are being laid up during 1934 
s n connection with the latter program, Coast Guard requirements have been 
educed by 11 aircraft In addition, 1 DE- and 3 WPG-type vessels will be laid 
n 1955 in connection with ocean station program reductions in the Atlantic 
ill activities In respect to all activities, military personnel discharge and 


ng costs in 1955 increase as a result of 11,316 separations as compared 
8.570 in 1954. The 19%) estimates also provide for a more nearly adequate 


el of maintenance for vessels, aircraft, and shore units which was below 
al in 1934. Expense for vessels to be laid up in 195 is shown as a sepa 
te activity These increases are offset by the reductions in the basic programs 


It should be noted that, in the detailed justifications, the cost of each vessel, 


aft. station, and other operating units is charged to the direct cost of the 
tivity primarily served by each unit. For example, certain cntters, aviation 
lifeboat stations are charged direct to “Search, rescue, and law 


l a at 
forcement.” while tenders and light stations are charged to “Operation of aids 
tion.” The Academy. training stations, repair depots, testing and 





vif 
velopment program, and other such logistic units and programs which serve 
three activities are charged to indirect cost 
The overall total cost of each activity is then computed by prorating the 
tal indirect cost and adding the proportionate share to the total direct cost 


of each primary activity 


LANGUAGE CHANGES 


The changes in language are proposed t« 

1) Reduce the limitation on the total number of aircraft frem 187 to 126. 
This reflects the decrease in aircraft requirements as a result of discontinuance 

the expanded search and rescue program in the Western Pacific; and 

®) Bring up-to-date the language included in the second proviso so as to 
make it applicable to the appropriation for fiscal year 1955, and to simplify 
accounting and disbursing procedures in keeping with the program for improved 
accounting. Further, it permits the immediate transfer of unobligated balances 
to surplus at the end of the fiscal year; 

(83) To delete the wording authorizing examination of estimates of appro- 
priations in the field inasmuch as this item is now provided for under Public 
Law 207, 88d Congress. 
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inalysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act 


ed $188, 250. Onn 
Supplemental appropriation for 1954 


Total appropriation, 1954 cies ss : 188, 250, 004 


Reductions: 
Activity No. 1, search, rescue, and law enforce 


ment . $19, 481, 000 
Activity No. 3, port security 7, 460, 014 
Activity No. 4, operation of ocean stations 31, 974, 419 

Total teat . eo 58, 915, 433 


Additions: 
Activity No. 1, search, rescue, and law enforce- 





ment ° inn aie : 19, 266, 827 
Activity No. 2, operation of aids to navigation 3, 069, 462 
Activity No. 3, port security_____ es 532, 202 
Total : ket 22, 868, 491 
Adjustment in base (net) swan taps inating alc nanan vi gba ae a -. —36, 046, 942 
\ppropriation base for 1955 m aie : ; 152, 208, 058 
Increase over appropriation base for 1955 alah 3, 696, 942 
Appropriation estimate for 1955 nel oe 155, 900, 000 
Increase or decrease total appropriation, 1954 — 32, 350, 000 


Comparison of appropriation base with appropriation estimate for 1955 


Appropriation base Appropriation esti- 








for 1955 | mate for 1955 Increase or decrease 
Ac v ] sal 
| | 
A verage A verage A verage 
Amount > I | : nount 
positions t | positions! A™ount | occitions | Amou 
Search, rescue, and law force 
ment $90, 132, 037 $91, 198 &1 OGM 
2. Operation of aids to navigatior 53, 934 5, O18, 713 1, O84 
3. Port security 8, 136, 510 8, 182, tf 
4. Operation of oceam stations for 
meteorological and other ser 
ices 
Lay-Up prograrr 500, 000 1, 500, 00 
Total 28, 446.2) 152,203,058 28. 553.2) 155. 900. 000 4.107 , BOR O4 
Adjustment in base let 8, 386 +36, 046, 942 8, 386 +6, 046, 94 
Total appropr 
sppropriation es 36, 832. 2) 188, 250,000 28, 553.2) 155, 900, 000 8, 279 ~32, 350, 00 
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“ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


~, 


“For necessary expenses of acquisition, construction, rebuilding, and improve 


ment of aids to navigation, shore facilities, vessels, and aircraft, including 
equipment related thereto; and services : 


as authorized by section 15 of the Act 
of August 2, 1946 (5 U. S. C. 55a) ; [$2,500,000] $3,000,000, to remain available 
until expended: Provided, That the Secretary may transfer into this appropria 
tion not to exceed $2,000,000 from other Coast Guard appropriations for the r 


placement of one additional seaplane, such funds transferred to remain availabl 
until expended.” 





1957, 
inven 
tory 


June 


157 


Disposed 


Fiscal year | 


EXPLANATION OF ESTIMATE 


< 


The funds requested under this appropriation title represent capital invest- 
ments in Coast Guard operating facilities, such as the establishment and inm- 
provement of aids to navigation, the acquisition of aircraft, the replacement 
or improvement of vessels, and the replacement or improvement of shore struc- 
tures. 


The funds requested are to remain available for expenditure until the 
specific projects included in the capital improvement 






June 


program are completed 
The program for 1955 represents an increase of $500,000 compared with fiscal 


year 1954, as shown in the comparative summary below. 


It is considerably 
below annual replacement which normally should be effected, taking into con- 


sideration the total replacement cost of Coast Guard facilities. 


Fiseal year 1956 


Coast Guard 


LANGUAGE CHANGES 


os : 
The proposed language change is to permit the transfer of funds not to exceed . 
$2 million, if available, from other Coast Guard appropriations into acquisition, 
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construction and improvements for the replacement of one additional seaplane, 
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“For retired pay, including the payment of obligations therefor incurred during 


prior fiscal years, [$18,600,000] and payments under the 


Uniformed Services 


Contingency Option Act of 1953, $19,775,000.” 
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EXPLANATION OF ESTIMATE 


The funds requested under this appropriation are for retired pay of the 
military personnel of the Coast Guard, Coast Guard Reserve, members of the 
former Lifesaving Service, members of the former Lighthouse Service, and for 
annuities payable to beneficiaries of retired personnel under Public Law 239, 
83d Congress. 

The estimate of $19,775,000 for 1955 is based upon the current retired list, 
modified by expected additions and deaths. This program requires an increase 
of $1,175,000 over the appropriation for 1954, attributable to an estimated 
increase of 490 in the average number of personnel in retired-pay status. 


LANGUAGE CHANGES 
There are no substantive changes in the appropriation language for the fiscal 
year 1955. 
Analysis of appropriation base for fiscal year 1955 


Regular appropriations, 1954 act_______.._.._.__ 


- weeds S318) 680; 000 
Supplemental appropriation for 1954 


Total appropriation, 1954 


Reductions: 
Enlisted men 


‘Sc $98, 597 


Commissioned officers ae Se a 
Chief warrant and warrant officers_.__tnnen......__s« 19, 844 
Former Lighthouse Service___ sn cea cnmipaiieidnteden 52, 931 
Former Lifesaving Service......_.__._.________ chiebotiis 4, 67 
Survivor’s benefits as = ee 


284, 502 
Additions: 
Enlisted men Spadectntb iceman tari _-. 305, 548 
Commissioned officers sscicinhaede patie bias nia: alan ck ele eae 120, 582 
Chief warrant and warrant officers.____.c........____ 46, 212 
Former Lighthouse Service__._...................._ __ 36, 128 


508, 470 


Adjustment in base (net) 6 pidbldienie +223, 968 


Appropriation base for 1955_____ hc ilheicindaite cella ended Bycktntineiniccbibecscsane 18, 823, 968 
Increase over appropriation base for 1955._.___._........._._ 951, 032 





Appropriation estimate for 1955_.._..._........_.___________ 19, 775, 000 








Increase or decrease from total appropriation, 1954________ +1, 175, 000 


Comparison of appropriation base with appropriation estimate for 1955 


Appropriation base Appropriation esti- 
for 1955 mate for 1955 | Increase or decrease 


Activity — ———- |, —— —__—_—|— 





Average | Average Average | 
j nt | eek _ 
Amount | positions Amount positions | Amount 











positions 

Enlisted men. . 3,940 | $8,007,775 4,210 | $8, 558, 593 | 270 | +$550, 818 
Commissioned officers 1, 755 7, 299, 369 | 1,819 | 7,563,402 | od +264, 033 
Chief warrant and warrant officers 818 2, 222, 803 867 | 2,356,042 | 49 +133, 239 
Former Lighthouse Service _- 758 1, 273, 713 | 758 SOO Ee ee esxiedéns 
Former Lifesaving Service | 31 24, 147 31 ED Svenwnene 
Reserve personnel (Public Law 810) 16 | 23, 537 | 18 | 26, 479 | 2 | +2, 942 
Survivor’s benefits (Public Law | | 

239) .. on ~ 27,376 |.ncoesve-| 22,376 | 


7,318 | 18,823,968 | 7,703 | 19,775,000 | 385 | +-951,032 
—105 | —223, 968 wn singh ota d +105 +223, 968 


} 
| 
|- feces | 
| 
| 


Increase over appropriation base 
Adjustment in base (net) _. 


Total appropriation 1954, and | 
appropriation estimate for | 
1955 cna 7,213 | 18, 600,000 7,703 | 19,775,000 490 | +1, 175,000 
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“RESERVE TRAINING 


f the For all necessary expenses for the Coast Guard Reserve, as autl 


5 331 


horized by 


f the law (14 U. S. C. 751-762; 37 U. S. C. 231-319), including expenses for regular 





l for personnel, or reserve personnel while on active duty, engaged pri 
239, administration of the reserve program; and the maintenance, oper: 


repair of aircraft; $2,500,000: Provided, That (a) the 









raining” shall be transferred on July 1, [1953] 1954, to the account « 
lated by the Surplus Fund-Certified Claims Act of 1949 for payment of certifi 
b) amounts equal to the unliquidated obligations on July 1, [is 
a st the appropriation “Reserve training”, fiscal year [1953] 195 
appropriation “Reserve training”, fiscal year [1952] 1953 which w 
therewith pursuant to the Treasur partment Appropriation Act, 
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The Coast Guard is required to maintain and train a Reserve com] 
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assigned responsibilities in time of war or national emergency. These 
responsibilities do not duplicate those of any other service The ma 

hich Reserve forces must immediately augment regular forces at 

obi ion are those of port security, the manning of vessels, an 
Ther the Reserve training program carries out training in orgar 
and individual training in these three fields. Personnel receive the ty] 

ng in these fields which will immediately enable them to fill operational billets 
I eir specialty. 


The budget program for the three major fields of training in 1955 is based upon 
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the same level of training as in 1954. 
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LANGUAGE CHANGES 


The changes in language are proposed to bring up to date the language include 
in the proviso so as to make it applicable to the appropriation for fiscal year 195; 


Standard classification schedule 


Increase (+) or 
crease ( 


Appropria- | Appropria- | Appropria- estimate over- 





tion esti- tion hase, tion esti- | 
mate, 1954 1955 mate, 1955 
oT 1954 « 
1955 base a 
nate 
Number of permanent positions 
Military 116 116 116 0 
Civilian. 23 23 23 0 
Total 139 139 139 0 
Part-time and temporary employ 
Average number of all employe 
M ilitary 110.2 110.2 110.2 0 
Civilian (permane 21.2 21.2 21.2 0 
Total 1.4 131.4 131.4 0 
A ge salari l 
Gel ] schedul 1 
Average salary $3, 2 $3, 271 0 
Average grad | 3.4 3.4 0 
Ohiject Cla uf 
Personal service rraines iri] ictive- 
duty pay $1, 379, 04 $1, 379, 041 $1, 379, O41 0 
Military, net permar t BR BO 52 Ky “23 Rg 0 
Civilian, departmental 
Net permanent 68, 206 68, 201 68, 201 0 
Regular pay in “ 284 280 280 0 
Total, civilia nartn t Os, 400 Hs, 400 6s, 490 0 
or 2, 031, 340 2, 031, 340 2, 031, 340 0 
1 Tave 217, 539 217, 539 217, 539 0 
lransportatior 1, 60 +, 600 4, 600 0 
€ ommunication serv ice 5, 000 O00 5, 000 0 
Rents and utility service 9, 500 9, 500 9, 500 0 
Printing and reprod tior x OO) x OO) ® OOO 0 
Other contractual ‘ 0) +, 000 ¥, 000 0 
Supplies and materials 197. 02 197. 021 197, 02 0 
Equipment 7, 500 7, 500 17, 500 0 
l'axes and assessment (x 50) 500 0 
lotal appropriation or estimat 2, 500, 000 2. 500. 900 2, 500, 000 9 


INTRODUCTORY STATEMENT OF VICE ADMIRAL MERLIN O'NEILL, COMMANDAN' 
UNITED StTaTes Coast GuArp 


Mr. Chairman, the Coast Guard request for fiscal year 1955 totals $181,175.v00 


This total is made up of $155,900,000 for “Operating expenses,” $3 million fo. 
“Acquisition, construction and improvements,” $19,775,000 for “Retired pa) 


and $2,500,000 for “Reserve training.” The 1955 request represents a decrease 


of $30,675,000 from the $211,850,000 total of appropriations for the current fisca 
year. The reduction, which includes a decrease of $32,350,000 in “Operating 
expenses,” offset by increases in “Acquisition, construction, and improvements 
of $500,000, and in “Retired pay” of $1,175,000, has been made by eliminating 01 
curtailing operating programs and by providing maintenance, aircraft replact 
ments, small boat replacements, ammunition for training, ete., at a reduced leve! 
As examples of program modifications, the expanded search and rescue progra 
in the Western Pacific has been eliminated, shoreside patrol of waterfront area 
under the port-security program has been discontinued, and the ocean-statio1 
program has been dropped as a Coast Guard financed activity. I would like 
discuss these changes in greater detail , 
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PROGRAMS UNDER “OPERATING EXPENSES” APPROPRIATION 
rhe appropriation requested for “Operating expenses” for 1955 is $155,900,000 
$32,350,000 less than the appropriation for the current year of $188,250,000 


ELIMINATION 0 HE ACTIVITY “OPERATION OF OCEAN STATIONS” 


nstead of the usual 4 Coast Guard Activities Search, rescue and law ¢ 
forcement,” “Operation of aids to navigation,” “Port security” and “Operation of 
ocean stations for meteorological and other purposes” only the first 3 are shown 
this year. The activity “Operation of ocean stations” which involved the main 
tenance and operation of vessels on 1024 stations in the Atlantic and Pacific to 
f ish weather observations, to provide communication cilities for trans 
mitting weather reports, to serve as check points for aircraft on transocean 
routes and to function as aids to navigation and rescue facilities has been dropped 
from Coast Guard financing 

You will recall that we have been operating 5 ocean stations in the Pacifi 
and 534 in the Atlantic Dete,mination has been made by the Air Coordinat 
Committee that there is no longer a civil requirement for these services 
Department of Defense, however, has stated a military requirement for 534 s 

ms. The Coast Guard will operate, on a reimbursable basis, 2 stations in the 
Pacific and 33% in the Atlantic: the Department of Defense will ask for funds 

‘imbursement. Eleven ships will be laid up as a result of modifying 

ation program 
un 
for long periods under the most adverse weather 
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equired for both ocean stations and search and rescue k, the two functions 
ve been integrated operationally ever since the inception of the ocean-statior 
cram in 1940 The ships enroute to or on ocean stations have performe 
seal rescue, and law enforcement functions and have performed the standby 
functions attendant to search and rescue while in port. It has been assumed 
the that the 17 cutters whose operation will be financed by reimbursement 
the Coast Guard by the Department of Defense will be, as in the past, under 
he operational control of the Coast Guard and, therefore, available for 
wean-station duty and the Coast Guard's statutory search, rescue, and law 
enforcement responsibilities. This prov f continued dual usage of these 
vessels has an important effect on the ses and resene activity, discussion of 
which follows. 
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the service has been discontinued and the Coast Guard is presently decommis 
sioning and returning to the Navy four DE-type vessels educing its 
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AIDS TO NAVIGATION 


The 1955 aids to navigation activity, which involves the maintenance and 
operation of buoys, lighthouses, lightships, fog-signal stations, radiobeacon and 
loran stations in the navigable waters of the United States, its Territories, and 
military bases overseas, will be essentially the same as in 1954. 


PORT SECURITY 


Under authority of Public Law 679, 8lst Congress, the port-security program 
has initiated in October 1950 with 4,772 officers and men. Its objectives are to 
prevent the introduction into the country of persons or things inimical to the 
welfare of the United States and to protect vital port facilities. 

A reduction of 2,053 is being made from the 1954 level of 3,936 officers and 
men to 1,883 officers and men, by the elimination of shoreside patrols and water- 
front areas. 

The remaining phases of the program are: 

(@) Harbor entrance patrol.—This has the purpose of identifying and super- 
vising merchant vessels which seek to enter the major port areas where the 
interests of national defense render the port of prime importance. The vessels 
subject to inspection under this program are those which, by reason of intelli- 
gence or other circumstances, are deemed to have possible hostile intent, or 
to have attained the capability of hostile action. The performance of this duty 
requires not only the operation of the actual Coast Guard patrol craft, but like- 
wise the employment of a force necessary to give a reasonably adequate security 
examination to the merchant vessels, and to provide adequate surveillance of 
their unloading. This work also requires a small group of men in each port 
area to collect intelligence regarding anticipated arrivals of merchant vessels. 

(b) Issuance of security clearances.—This has the purpose of having avail- 
able a force of longshoremen and merchant marine personnel who have had a 
minimum security clearance to load or unload cargoes which, by their nature, 
are especially desirable sabotage and espionage targets, and to man present mer- 
chant ships which are particularly important to the national defense. 

(c) Supervision of explosives loading.—This has the purpose of reducing the 
hazards to waterfront facilities and surrounding property and persons. Proper 
performance of this duty requires a detail of men to supervise the actual loading 
or unloading to insure against unsafe practices. It likewise requires the exam- 
ination of waterfront-loading facilities to insure safe working conditions and 
adequate fire-prevention measures, and involves the issuance of permits for load- 
ing or unloading explosives. 

(d) Inner harbor waterside patrols.—These serve to keep the captains of the 
ports advised of dangerous conditions which may arise in the harbor, to give 
waterside surveillance to vessels which are suspected to have hostile intent or 
to be capable of hostile action. Harbor patrols are made for the purpose of 
guarding port facilities from sabotage, and to provide water transportation in 
connection with other port security duties. No amount of force could absolutely 
guarantee the complete accomplishment of these objectives. This service will 
employ the resources which are available for this duty to the maximum 
advantage. 


MILITARY READINESS PROGRAM 


The installation of modern submarine detection equipment required to im- 
prove the military potential of the Coast Guard was completed on 5 Coast Guard 
vessels by the end of the second quarter of fiscal 1954; 4 more are scheduled for 
completion during the remainder of the fiscal year. This is being done at Navy 
expense. 

Shipboard gunnery training, primarily carried on during a 3 weeks’ refresher 
training course at Navy Fleet Training Commands, has been programed on the 
same basis as carried out during fiscal year 1954. Such training for the larger 
armed units, due to reasons of economy, has been extended from the normal 
annual cycle to 1 of 16 months. In effect, this means that of 33 ships at least 8 
will not be able to undertake the annual 3 weeks’ refresher training course. The 
smaller units are trained by three specially designed mobile training detach- 
ments. Aviation personnel receive training at naval schools to provide a nu- 
cleus of trained antisubmarine warfare personnel at each air station, and 
aviation units carry out numerous drills in conjunction with floating units in 
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in peacetime functions, and (2) to maintain ; in a state of 
readiness to permit immediate effective combat operation for nat ul defense 
is a service in the Navy 
LAY ROGRAM 
As Is ed ry< ve vo. the 1 aif ti f the ean stat progr wil? 
s he layup of 11 ships. Seven of these are being inact luring 1954 
Four ships inv ed in the Atlar Oct s I g } 
e first 4 nths of 1955 and the layup costs are i ded in this reques 
rhe f rs 3 de s plus b) S nt nes ; ; < 
‘ ities , f wes P th y é g ‘ ' 1054 
he p costs ot e 7 o s vessels and is h and rescue 
ressels rit d 1054 , . g mé tl he os a Y 
AMS UN 3 “A s y Ns N, AND I) OVEMENTS OPRIA x 
hree , ] < s regues for < mr ropr ‘ m Ww ; finances e 
establis ent mprovements of aids to navigat he acquisition of r- 
ft and the replacement or improvemet! f vessels and shore structures rhis 
request rries an increase of $500,000 r the n i o4 progra of 
>. in? mn? 
The 1955 res st lt é 
y Vig I Sew) owe) f 
4 shore units iR 
A pr s I e language 
! he oth ropriations, 
f anothe p f tl same typ 
s of the Coast Guard conti 
g t eV ted s« ewl 








‘ se oO é " T 

nsidered by the Bureau of 

“j n request for 1954 un 

nse y funy e to 
Eq t rdere 
0 I I insta 
Ww 

PROGRAM UN R “RETIRED PAY” APPROPRIATION 


The appropriation requested for “Retired pay” for 1955 is $19,775,000—an in- 
ase of $1,175,000 over the 1954 appropriation of $18,600,000 

rease is attributable to an expected nor increase of 490 in the 
rage number of persons to be carried on the retired list under existing laws 


As a result of Public Law 239, approved August 15, 1953, it has been necessary 


Ss itl 








to include a new item for survivors’ annunities. For 1955 it is estimated that 
deductions from retired pay made in accordance with Public Law 239 to provide 
annuities will more than offset annuity payments which will be made in this year 








to survivors of retired personnel. This reduction has been applied in the 


PROGRAM UNDER “RESERVE TRAINING” APPROPRIATION 





e appropriation requested for “Reserve training” for 1955 is $2,500,000 
amount is the same as that appropriated for 1 3 

The Coast Guard is required, by law, to maintain and train a Reserve com- 
ponent. This component must be available in time of war or national emergency, 
for full or partial mobilization, when ordered by the President or the Congress. 

d must be prepared to assist in carrying out the National Defense responsibil- 
igned to the C t Guard. During time of war or when directed by the 
rd, by law, operates as a specialized service in the 
Navy, assuming certain duties and responsibilities which are in no way a duplica- 
tion of duties performed by the Navy. Immediately following the declaration 
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of a national emergency, the Coast Guard is expected to expand its port security 
search and rescue, inshore and offshore patrols, beach patrols, aids to navigation 
in home and forward-area waters, and other specialized duties which will require 
a rapid expansion of trained personnel. Since it wil not be possible to obtain 
officers in any quantitity from our officer candidate schools in less than 6 
months, nor enlisted men from our training stations in less than 3 months, the 
Coast Guard plans to use its Reserve as a force of highly trained personne! 
which will augment Regular personnel and “hold the line” until other traine: 
personnel become available from civilian sources. 

The eventual mission of the Coast Guard Reserve program, therefore, is to 
provide a highly trained Reserve force for use in time of emergency. However, 
the present training objectives are limited to the major mobilization tasks 
which have been assigned to the Coast Guard, in port security, vessel manning, 
and aviation activities. The basic concept, therefore, around which we have 
built our Reserve training program is that the Coast Guard must provide con 
tinuous training in these fields in order to accomplish its mission. It has been 
determined that, in order to meet the military manpower requirements for the 
first few months after mobilization, there should be available a trained force 
of 5,184 officers and 38,276 enlisted men. While the total strength of the 
Coast Guard Reserve is constantly increasing (as a result of the returning 
servicemen who must remain in the Reserve for a period of obligated service in 
accordance with the Universal Military Training and Service Act) it should be 
noted that we are still far below mobilization strength, and furthermore we are 
only training a relatively small number of the presently available personnel. 

During fiscal year 1954 an average of 5,208 reservists will be trained, and in 
view of the present budgetary policies, it is planned, with the request for 
$2,500,000, to train the same average number in fiscal 1955. This means that by 
the end of fiscal 1955 the strength of Reserve personnel receiving adequate 
training to be ready for any emergency will be only approximately 12 percent 
of the military mobilization requirements of the Coast Guard Reserve. 


MANAGEMENT IMPROVEMENT 


In the field of finance and supply management during the past year, workload 
measures and standards have been applied to redistribute available personne! 
in relation to actual workloads. This improvement has been coupled with a 
continuing revision and standardization of instructions and procedures in the 
interest of simplicity and uniformity. Through the program for internal audit 
ing and for central review of costs, further improvement in the use of accounting 
information as a management device has been realized. For example, the 
continual study of costs of industrial operations at bases and depots has led 
to many changes in the administration of these activities. Also, progress has 
heen made in the streamlining or simplifying of a number of fiseal operations, 
such as those of processing and auditing military personnel allotments. 

In the supply system, we have established a basis for adequate stock records 
and for better central review of inventory. Monthly reports to management now 
list total inventories by category and location, and show movements in and out. 
The program of identifying and reporting excess, surplus, and obsolete material 

as intensified to remove such material from our inventories. Evidence of 
the results achieved may be seen in the fact that $3.948,.755 of unrecorded ma 
terial on hand was taken up in inventory in fiscal year 1953 and $591,120 
has been taken up through November in the current fiscal year. On the other 
hand, $832,653 of material no longer required for inventory either because of 
obsolescence or changed requirements, was declared for disposal in fiscal year 
1953 and $1,153,668 through November in the current year. The bulk of this 
material was carried over from wartime stocks. 

As another example of simplification, the small-purchase instructions were 
rewritten and a cash-payment procedure has been recently installed as recom 
mended by the General Accounting Office and approved by the Treasury Depart 
ment. The end objects envisaged in supply are the reduction of inventories; 
better knowledge of cost of operation: increased economies due to elimination 
of paperwork and of repetitious procurements, together with better supply 
support for operating units. 

A final important area for improvement involves adapting our form of budget 
presentation for the “Operating expenses” appropriation to take greater advan- 
tage of the sound cost accounting system sponsored by this committee over the 
past several years. With the Bureau of the Budget and the Treasury Depart- 
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urit ent we have under study proposals to change the present activity schedule 
ration f the “Operating expenses” budget submission. It is hoped that from this 
YUL re study will evolve a form of budget submissions which will permit clearer sum- 
ta iy arizations of planned expenses in that they will be derived with a minimum 
ain of arbitrary allocation and proration from actual costs for past years as devel- 
s, I oped by the cost accounts. 

Onn rhe above covers, in a general manner, an explanation of the estimates we 


ane e presenting today. My staff and I will be glad to elaborate on any phase 


: e estimates that the committee may care to explore in detail 
is 
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havi Senator Dirksen. I suppose you would like to highlight this and 
co tell this large and enthusiastic committee that is gathered today what 


wee steps they should take in a spirit of compassion to restore this money. 
0 Your first item, for operating expenses, in the amount of $155,900,000, 
tl eflects a decrease of $32,350,000 under the 1954 appropriation. 
ning Admiral O’Nem.. As vou mentioned, Mr. Chairman, our total re- 
os quest is $181,175,000. Before going into some of the details, at the 
re yatset I would like to state briefly that our principal budget request 
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d in \ ire require l to perform I would just like to relate those. 
for 
: Dy SCOPE OF WORK 
vent } ; - } + . } . 1,¢ . 
They ae assistance work, t] it ws, the Saving oT life and prop- 
enforcement of maritime laws, the fostering and promoting 
f the merchant rine, providing navigational aids for mari- 
oad time commerce, and nited port security program: maintaining a 
ine state of military readiness to permit us to functio the Navy De- 
ha partment when we are transferred there in war or during a national 
“4 emergency, al d the ocean weather statio1 progran 
In connection wit the latter, the ocean weather station program, 


the ve are not budgeting for anv money for fiscal 1955. Up until June 
: ¢ for a certain amount of money and operat- 





{ hos, WE re ! i 
ne those stations. For fiscal year 1955 the money for the operation 
I — . , 7 , - , 
t the reduced oce: etat program is be o cigeteqd for by the 


Navy. the Department of Defense. They have that item in their 
, 


prparere 
Se : . ; " $21 @ 
. Senator Dirksen. Are they budgeting entirely for it, Admiral, 
ia 3 - 7 
of . reduced basis f 
Admiral O'Ner.. Thev are geting for 17 ps. Mr. ( 1 : 
20) sa reduced program 
ier 
of 
CEAN STATION PROGRAM 
ar 
lis 
\ retoTot! ve en occuDy 9 = stations ~ 
Avia ( nad v il Pacific. The reduced rogra that is, the 
er of stations that the Department of Defense said they 1 rr 
efense purposes, as a military requiren S the A ti 








338 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


stations. In other words, it is a joint program, because the same types 
of ships are used for both purposes. 

Senator Dirksen. The purpose of the question, Admiral, was simply 
for clarity of the record. If, for instance, the Navy was going to 
budget on, let us say, one-half the amount, then, of course, there would 
be a clear economy here. If, on the other hand, they were going to 
budget for the entire amount, what you actually have then is a transfer 
of functions here to another agency of Government. 

Admiral O’Ner. It is a total reduction of five stations. 

Senator Dirksen. That is the point I want to make, because that 
question almost invariably arises. Somebody will say this is an appar- 
ent saving rather than real, on the ground that you have just taken the 
money out of one agency and let another agency spend an equivalent 
amount. 


NET BUDGET REDUCTIONS 


So, the question now is, What is the net reduction in this budget, 
the overall budget ? 


Admiral O’Nem.. It would be around $15 million. 


Senator Dirksen. I was going to say you would have to interpolate 
the figure. 


So there would be a net economy of $15 million ? 

Admiral O’Neuu. Yes, sir. 

Senator Dirksen. Very well; will you continue? 

Admiral O’Neiii. These functions, as I say, are listed under our 
operating expenses. They are classified into three headings: search, 
rescue, law enforcement and operation of aids to navigation, and port 
security. 

Then the additional items, under the program of acquisition, con- 


struction, and improvement, the Reserve training and retired pay are 
the other items. 


WEATHER SHIP OPERATION 


Senator Dirksen. How long have you operated these weather sta- 
tions, by the way, these weather ships? 

Admiral O’Nemu. Since 1940. 

Senator Dirksen. So they have been continuously in operation, pro- 
viding weather information for the last 14 years? 

Admiral O’Nem. I don’t mean to say they have all been operated. 
I think we started out occupying two stations in 1940, and they have 
been built up. And during the war there were a great many more. 
Then after the war they were built up until the 1024 were occupied 
until a recent date. 

Senator Dirksen. What was the peak number in the war period? 

Admiral O’Nemu. Twenty-three. 

Admiral Ricumony. Twenty-three during the war, operated by 
the Coast Guard, with additional ones operated by the Navy west of 
Honolulu at that time. The Navy took care of the western Pacific. 


Senator Dirksen. I assume, of course, that the Navy has both fa- 
cilities and personnel and everything that it takes to carry on this 
operation wherever required to do so without difficulty. 

Admiral O’Neriy. No, sir. We will carry on the activity. 

Senator Dirksen. You will administer it for the Navy? 

Admiral O’New1. Yes, sir. We will carry on the work. 
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PROTEST AGAINST BUDGET CUT 


Senator Dirksen. What kind of protest have you received against 
this cut, if any‘ I am thinking particularly, of course, of protests 
from the transportation field, because certainly the commercial air- 
lines have ocean hops and have been utilizing this weather infor- 
mation. 

Admiral O’Nena. The only protest that I know of is from the 
Airline Pilots Association in a letter to the Secretary of Commerce, 
protesting to the extent that they felt that the cut in the program 
should not have been made until they had been brought into the 
picture, or that the cut should not be made unless some other provi- 
sions were made for it. ‘That is when the original cuts in the program 
were announced. 

But I have heard no recent protests in regard to the cuts. 

Senator Dirksen. I wonder if they have been alerted about it. 
There is more than a cas y interest, because anybody who goes in 
for overseas flying would manifestly be interested ji sic, accurate 
weather data. One wield’: assume, from the increase in n fiyi ing taking 
place in transocean hops, that it would be something that would bother 
the commercial airlines. It has not come to my attention, however, 
that there has been any protest from Northwest, Pan American, 
United, or any of the transocean transport lines. 

Admiral O’Nenau. Admiral Richmond can comment on that. 

Senator Dirksen. I suppose they do utilize the weather infor- 
mation. 


PROTEST OF ATR COORDINATING COMMITTE! 


Admiral Ricumonp. That is right, Mr. Chairman. 

In fact, to review the situation: Since the war, the Coast Guard, 
which has a statutory duty for operating the ocean stations, has been 
operating those stations required on the basis of an international 
agreement, and at the request of the Air Coordinating Committee, that 
is, the Air Coordinating Committee has req uestec d the Secretar \ of the 
Treasury to have the Coast Guard implement the United States re- 
quirements for this program. Last fall the Airlme Operators’ Asso- 
ciation stated to the Air Coordinating Committee that there was no 
longer a civil requirement for these stations; which, of course, im- 
mediately posed a problem, because if they say there is no civil 
requirement—— 

Senator Drrxsen. This Air Coordinating Committee is made up of 
whom? 

Admiral Ricumonp. Of representatives of Defense, Treasury, 
Commerce, CAA; usually the Undersecretaries or Assistant Secre- 
taries; State Department, FCC. The Postal Department is present 
for some of the meetings, depending on the matter before it. They 
are not — time members. It is established by the President and 
presumably they are to coordinate aviation matters. 

Senator Dirksen. Are you re presented on that committee ? 

Admiral Ricumonv. Yes, sir. The Treas sury Department is repre- 
sented by the Assistant Secretary, Mr. Rose, and the commandant and 
myself are alternates to him on that. 

‘Based on that, the Air Coordinating Committee then addressed a 
letter to the Secretary of the Treasury saying that there was no longer 
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a civil requirement for these stations. However, the Defense Depart 
ment indicated there were undoubtedly military requirements. As a 
result of that, they established a United States need for 52% stations. 
as already testified by the commandant. 

Of course, on the already existing international situation, when 
they did that, they more or less involved themselves in an interna 
tional field, because the two-thirds comes from the fact that other 
countries are occupying part of these stations. 

So the United States commitment in the whole field has been low 
ered by 5 stations, but after the first of July, the Coast Guard will be 
manning stations at the request of the Defense Department and not 
to meet an international requirement. 

But I should go one step further and say there was a meeting in 
February in Paris in which the United States, as far as the Atlantic 
is concerned—the international requirements really only go to the 
Atlantic—committed itself to 324 stations in the Atlantic. 


NO CIVILIAN REQUIREMENT FOR CONTINUED OPERATION 


Senator Dirksen. It is not to be inferred, Admiral Richmond, is it, 
that when you speak of a finding that there is no civilian requirement 
for a continuance of these stations, that whatever stations there are 
will not make available to civilian airlines whatever weather informa- 
tion may be adduced ? 

Admiral Ricumonp. No, sir. The same facilities will, to the extent 
that we are operating for the Defense Department, be made available. 

I might also comment on that word “requirement.” 

At the time that the airlines certified that there was no requirement, 
they went on record as saying that they used that word “requirement” 
in a technical sense. In other words, the statement of the spokesman 
at the time was, while there wasn’t a “requirement” there is a need 
for these stations. But they felt that as long as they certified them 
as a requirement, that if the vessel did not happen to be on the station, 
that they might thereby be precluded from flying that route simply 
because of the absence, that is, thinking in terms of the word “require- 
ment” as something that you must have in order to be able to fly. And 
it was unfortunate that that rather technical difference entered the 
picture. But it did confuse the situation. 


VESSELS RETIRED 


Senator Dirksen. Actually, how many vessels of all kinds will be 
retired from this service? 

Admiral Ricumonp. Some of them have already been retired in 
fact. The minute this decision was made, we forthwith started lay- 
ing up vessels. 

From the ocean station program, 11 vessels either have been or will 
be retired and placed in mothballs. 

Senator Dirksen. What would it take to ready these again if we 
did have to put them out ? 

Admiral Ricumonp. That would be rather difficult to answer spe- 
cifically because it would depend on how soon they were brought out; 
but, say, in 3, 4, or 5 years I would estimate that it would probably 
cost anywhere from $300,000 to $500,000 to place them back in con 
mission, ready to go. That is per vessel. 

Senator Dirksen. So it does become a rather expensive operation. 
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ELIMINATION OF SEARCH AND RESCUE UNITS 


Admiral O'Neill, you may proceed with whatever you have. 
Admiral O’Nemt. In regard to comparing out 1955 program here 
with 1954, there is elimination of certain functions that we have been 
performing, namely, the search and rescue units west of Honolulu. 
Tl here are five search and rescue units which we call expanded search 
and rescue at Guam, Wake, Sangley Point in the Philippines, Mid- 
way Island, and Adak, in Alaska. 
Those stations were set up at the request of the De ‘partnent of De- 
fense because of a military need in those areas. That has been elim- 
nated because the Department of Defense a few months ago said 
that they could not justify the expenditures of money for those stations 
is a military requirement when they balanced that with the high pri- 
rity requirement for other military programs. 
Now, that involves 11 airplanes and 4 of the DE-type ships, that 
sa ship about 300 feet long, and 1 patrol boat. That program has been 
closed up and those ships are being retired. 
Those 4 ships are in addition to the 11 that Admiral Richmond men- 
tioned, which are connected with the ocean station vessel program. 


ROLLBACK LN PORT-SECURITY PROGRAM 


In regard to further reductions, the only principal reduction left 
is a rollback in part of our port-security program. 

Senator Dirksen. You are departing from search, rescue, and law 
enforcement; are you not? 

Admiral O’Netu. Yes, sir. 

Senator Dirksen. Have you completed what you wanted to say 
on that? 

Admiral O’Nerti. Yes. 

Senator Dirksen. I just want for the record to get this thing 
properly anchored. There is an increase of $451,944 for vessels under 
this item, and $285,005 for aviation, and $178,468 for lifeboat sta- 
tions, $3,649 for maintenance of special offices, $17,123 for shore sup- 
port facilities and an indirect expense of $130.294. So actually there 
will be an increase in search and rescue and law-enforcement items 
of $1,066,483 as between 1954 and 1955. 

Admiral Ricumonp. That is correct. That is for increased main- 
tenance. We were cut back in 1954. It is an increase in base, on 
what is left. 

ESTABLISH MENT OF PROGRAM 


Senator Dirksen. We can go to the item of “Port security,” Ad- 
miral O’Neill. 

Admiral O’Nemu. That port-security program is a limited pro- 
gram. It was started in 1950 as a result of the Magnuson Act, which 
amended the Espionage Act of 1917. 

I say limited because it is actually a peacetime port-security activity 
and limited to certain port areas and to certain sections within those 
port areas. The phase of the program that is being reduced or limited, 
actually, in 1955, is the shoreside patrol of the restricted areas in the 
10 principal port areas. That is about 2,000 officers and men, and a 
reduction of about $714 million, as I recall the figure. 
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Senator Dirksen. I see an item there that says that during 1955 
the supervision of loading and unloading cargoes will be limited to 
explosive cargo only. 

lo what extent did this function go prior to 1955? In addition to 
supervising explosive loading and unloading what did you include 
in your operation ¢ 

Admiral Ricumonp. I think what is meant there would be limited 
to class A explosives. In 1954 we have been extending it to dangerous 
cargoes as well as the class A exposives, such as ammunition. 

For example, gasoline, especially that is shipped in drums, jerry 
cans, and so forth, has been subjected to it; but we will not have the 
personnel to give that same type of cargo control. 


SCREENING OF MERCHANT SEAMEN AND LONGSHOREMEN 


Senator Dirksen. How detailed has been your work with respect 
to merchant seamen and longshoremen and the screening that you 
have made ? 

Admiral Ricrmonp. With respect to the seamen, we have screened 
practically all of the present personnel sailing, and that, of course, is 
essentially a national name check of screening. 

If we get any indication as to doubt as to their loyalty or having 
belonged to any organization listed by the Attorney General, he is 
barred from getting what we call a validated document. That does 
not give us a right to take a man’s documents away from him, but the 
rule is that nobody can sail on a vessel of the United States, of, say, 
100 gross tons and over, unless he has a validated document. That is 
the effect. of that. 

With respect to the stevedores and longshoremen, we have screened 
a large number of people working on the docks and who have access to 
the docks, and issued port security cards to those who met the same 
qualifications, namely, this national name check. 

Of course, I think I should make clear that it is effective only insofar 
as these restricted areas. There is no requirement, for example, that a 
longshoreman have a card to work on the docks, under the present 
application of the law. The whole waterfront is not restricted, only 
certain areas. But it is a condition precedent to working at a particu- 
lar restricted dock. 

Senator Dirksen. Do you coordinate here with anything that is 
done by the Immigration and Naturalization Service and the Depart- 
ment of Justice. 

Admiral Ricumonp. The FBI particularly. In fact, the names go 
through the national name check. ' 

Senator Dirksen. What else do you want to tell us, Admiral O'Neill, 
about port security? And if you have finished there, you might go on 
to your last item. 

Is there anything more you want to say about operation aids to 
navigation ? 

AIDS TO NAVIGATION 


Admiral O’Nemu. “Aids to navigation,” there is no material change 
in that. The operation would be practically the same as in 1954. 

Senator Dirksen. Admiral Richmond, do you have anything more 
to say to us on this item ? 
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Admiral Ricumonp. Not unless the chairman has a question. 

Senator Dirksen. I remember with some interest the days when I 
served on Treasury and Post Office appropriations. It has been 

time since I had real identity with the agency, and I suppose I would 
like to get back to it. 

Admiral O’Newx. Before we leave this item, Mr. Chairman, if I 
may, to go back just a little to these sh pst tl hat I talked about that the 


Navy is to budget for, to reimburse us for ( pers ition of these ships 
ror ocean weatner stations, the total number “= hips ew is eb. 
Now, we are ie ng for 16 of those ships, an d the ocean weather 
station activity and our search and rescue a1 ad law el a ctivi- 
ties, the shi ps that we use for those two are, you might say, neaied: 
that is, the y¥ are rot ated on these duties, because a ship that goes out to 
oc upy a weathe ‘Yr Statiol is available for our bas c sear h and rescue 
functions while slien are en route to the station. while they are on the 


station, while they are returning to port from a station, and while 
they are In port for that duty. 

The ships that we will operate as a result of this money that we will 
have for the Navy will be used in both of those activities along with 
the 16 ships that we are budgeting for here. We have to do it that 
way in order to take care of our basic functions for search and rescue 
and law ener “nt, whi h is a statutory function. 

As far as the ocean stati ion operation of the ships then selves are con- 
cerned, we are acting as a service agency in that respect. 

Senator Dirksen. You do have a capital expenditure here, I see, for 
construction, acquisition, and improvement. 

Admiral O’Neitxu. That is right. 

senator Dirks! N. You had an item of $2.500,000 for 1954, which 
was a normally carried item / 

Admiral O’Netu. Yes, sir. 


BUDGET ESTIMATE 


Senator Dirksen. There is an estimate I expect of $3 million for 
fiscal 1955 ¢ 

Admiral O’Netx. That is correct. 

Senator Dirksen. It appears that the bulk of that. of course, will 
be expended in the field of search, rescue, and law enforcement. But 
can you give us a little statement here now on this capital expenditure 

Admiral O’Newx. This amount of $3 million, Mr. Chairman, is for 
the establishment and improvement of aids to navigation, the acqui- 
sition of aircraft, and for improvement of shore structures. 

Senator Dirksen. Are those the lifeboat stations now you are 
referring to! 

Admiral O’New.. Lifeboat stations or buoy depots or any of our 
shore facilities. The bulk of it is for the replacement of planes. As 
a matter of fact, there is one plane. 

Senator Dirksen. Then you have $331,000 for visual aids, I 
suppose those are for your Loran stations, are they not ! 

Admiral Ricusonp. No, sir. They are for urgent aids that usually 
develop with a change or improvement by Army engineers that can- 
not be an ticipated—change of channel, something like that, that 
reqt lires aid to go 1n. It has been common prac tice in the Coast Guard 
appropriation for the last 7 or 8 years to put in an amount like this 
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to cover that type of thing that develops. It is usually a small aid, 
maybe a buoy or beacon, costing anywhere from three or four thou 
sand dollars. 

Senator Dirksen. So this is really an emergency item to take care 
of anything that might come up. 


Admiral Ricumonp. Yes. And it is predicated on past experience. 
It usually runs about that. There will be some change made in a 
channel and it is necessary to do the work. 


LANGUAGE CHANGE 


Senator Dirksen. You have a few language changes here. One 
of these under your acquisition item is to transfer funds not to exceed 
$2 million. Is that in addition to? 

Admiral Ricroonp. That would be in addition to; yes, sir. That 
was brought about in this respect : Since about 1949 we have had an 
orderly program looking forward to replacement of our planes, of 
which most of them were wartime planes and gradually passing the 
point where they would be serviceable. 

I might say that that has been successfullv carried out, T believe. 
with respect to the medium-sized seaplanes. We still have two areas 
that we have made very little progress, namely, the long-range sea- 
plane and the long-range land plane. And this year, 1954, the pro- 
gram was abandoned in the interests of economy. with the direction 
from the committee to see what could be done toward getting planes 
from the other services. 

That has been thoroughly exhausted by the Service, and, quite 
frankly. by Mr. Rose, Secretary of the Treasury. We were success 
ful in finishing out our program for medium-range seaplanes by 
getting the loan of a number of planes from the Air Force. 

However, there are no long-range seaplanes of recent vintage avail 
able, and our requirement to complete our program is eight. 

Originally it was not desirable to request all eight, for this reason : 
That we understood that the line of long-range seaplanes—by that I 
mean the assembly line. not the manufacturing line—was shortly to 
be terminated. I say shortly, within the next year; after which the 
Navy will probably switch to another modification, possibly jet. 

Accordingly, we approached this with the idea that, if we were 
going to get these planes, we would have to get them this year or not 
at all. However, at the time this budget was made up finallv. there 
seemed to be some doubt as to whether the line would actually end 
quite as soon as we thought. Actually, it might last another year. 
So we thought the best thing was to ask for only one plane, and then 
if by economical administration we can save any money from operat- 
ing exnenses—frankly, I am rather skeptical that we will be able to 
save that much, because it has already been indicated that we are 
taking some rather drastic readjustments—but if that money were 
available we might be able to order a second plane. 

Senator Dirksen. Admiral Richmond, did the Budget Bureau sug- 
gest that limitation of language with respect to the number of air- 


craft, shown here under your operations item, to impose a limitation 
of 136? 
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Admiral Ricumonp. The answer to that, Mr. Chairman, is this: 
| hey ret put a limitation on us of 110 back, I believe it was the 
ear, sir, that you were on the House committee; I think it was 1948. 
We ha ave hs ad that 110 up to 1950, when we got authority for 3 3 addi- 
tional for the port security program. And then the following year, 
hen the search and rescue expansion program in the Pacific and in 
» Atlantic also was inaugurated, it was increased to 24. So it went 

- to what amounted to 137 planes. 

As the Commandant has already testified, we are cutting back on 
that expanded search and rescue program, so this figure was cut down 
ind came back to 126, which is the actual number that we will require 
for the original program plus the 2 additional programs that were 
idded, as now modified by this budget. 


WARTIME PERSONNEL STRENGTH 


Senator Dirksen. What was the peak of your personnel during the 
war? 

Admiral Ricumonp. During the war about 172.000 officers and men. 

Senator Dirksen. You are including civilians there, are you ¢ 

Admiral Rrcumonp. No. 

Senator Dirksen. That is vour uniformed personnel? 

Admiral Ricumonp. Yes. 

Senator Dirksen. What was the civilian personnel ? 

\dmiral Ricumonp. I don’t think the civilian went up much. I 
would say about 8,200. 

Senator DirxKsen. So you were pretty nearly up to 180,000 at the 
peak during the war? 

(Admiral Ricumonp. Yes, sir. 

Senator Dirksen. What is your personnel as of the latest figure? 

(Admiral Rrcumonp. I have it as of March 1. 

Senator Dirgsen. I suppose you have that broken down as bet ween 
military and civilian? 

Admiral Ricu»onp. Yes, sir. 

Senator Dirksen. Admiral Richmond, suppose you give us a figure 
here. 

Admiral Ricuaonp. As of February 28, the total military, com- 
missioned officers, warrant officers, enlisted men, and cadets, was 31.- 
013; and total civilian was 4.973. That includes 500 part-time, what 
we call lamplighters. 


ANTICIPATED TOTAL POSITIONS 


Senator Diexsen. Under this revised estimate, what will be the 
number of positions that you have to fill in 1955 as compared to this 
figure you gave us as of F ebruary 1954. 

Admiral Rrcumonp. The civilians will decrease only very slightly. 
But the military will be about 2,300 less. The average employment 
for 1955 contemplated under here, and also the Navy vessels, the 
vessels we will man for the Navy is 2,610 officers, 867 warrant officers 
and 24,700 enlisted. Twenty-eight thousand one hundred and seventy- 
seven would be the total excluding cadets. 

Senator Dirksen. So this comparison indicates it is not quite 3,000. 

Admiral Ricuaonp. No, sir. May I make one point? We have 
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already said, sir, we have already laid up a number of ships. So if 
you are going to compare, the base on which we started 1954 operations 
should be used against the 1955. 

In other words, we are already down some. So the difference be- 
tween our February 28, figure and what we will operate on next year 
is not the true difference in operation. 

Senator Dirksen. Then let us take the beginning of fiscal 1954 and 
the beginning of fiscal 1955, just to get that figure for the record. 

Admiral Ricumonp. The planned average for 1954 was 3,003 offi- 
cers, 909 warrant oflicers, 29,447 enlisted; or a total of 33.359, exclud- 
ing cadets. ; 

Senator Dirksen. That was your planned average for 1954? 

Admiral Ricumonp. 1954. 

Senator Dirksen. At the beginning of the fiscal year? 

Admiral Ricumonp. That is right. 

Senator Dirksen. But you are now down to—— 

Admiral Ricumonp. We are now down to about 31,000 and will 
be by the 1st of July down to a total of 28,000, or, roughly, a cut of 
5,000, a little over 5,200, sir. 

Senator Dimxsen. What is the picture on your civilian side? 

Admiral Ricumonp. The average for 1954 was 4,828, and the 
average for 1955 would be 4,006. 

Senator Dirksen. Then you will be down to how many in your 
civilian component ? 

Admiral Ricumonp. About 800. 

Senator Roserrson. Mr. Chairman, it was just brought out the 
personnel has been cut about 5,000. I notice 2,053 of those were cut 
from port security. That is about two-thirds. 

Do you think what you have left there will make the ports secure 
and protect the facilities from subversive activities and things of that 
kind? Are you satisfied with the way you have been cut there? 

Admiral Ricumonp. The answer to that, sir, is this: As the Com- 
mandant testified, the port security program that has been carried out 
was a limited program to meet requirements established by the Na- 


tional Security Council. In other words, it was not an all-out port 
security program. 


SHORE PATROL IN RESTRICTED AREAS 


It has been decided that the one aspect, as indicated, namely, the 
shore patrol of these restricted areas, should no longer be continued, 
that the risk does not justify the expense. 

Senator Rogerrson. In the Hawaiian Islands there is the com- 
munistic-controlled longshoremen’s union that shuts them down 
whenever they want, and I have been reading about a lot of trouble 
in New York. They do not seem to have things in very good control 
up there. I am just wondering whether this is not going to be an in- 
vitation to people giving us trouble on the waterfront. 

Admiral Ricumonp. Senator, I think the two things are dissimilar. 
I don’t think that having the men, or not having them, would answer 
the question that you raised. 

Senator Ropertson. I notice in the Treasury budget that you were 
cut more than anybody else. In fact the big bulk of the Treasury cut 
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was on the Coast Guard. I wonder how much less your budget esti- 
mate was than what you had requested. 

Senator Dirksen. Admiral Richmond, would you mind just sum- 
marizing where this big cut came, namely, in we ather facilities? 


EFFECT OF CUTS 


Senator Ropertson. That is what I want to find out. I want to 
find out what they are going to do to Virginia before they are through. 
Admiral RicuMonp. Actually, as far as the continental United 
States is concer ned, the cuts do not directly affect our basic statutory 
responsibilities, such as aids to navigation, search, and rescue. The 
cuts have come in programs which, generally speaking, had been 
approved or directed by parties outside of the service and who have 
now found that they no longer want to certify such programs as neces- 
sary, or for various reasons, such as the expanded search and rescue. 

We went into the western Pacific as an example, because the De- 
fense Department certified they needed search and rescue facilities 
out there, and asked us to go in there. 

Senator Rorertson. Before you give us the details, please tell me 
this: How much did the Secretary of the Treasury cut your request, 
and how much did the Budget Bureau cut the Secretary's request for 
the Coast Guard? 

Admiral Ricumonp. At the time these requests were prepared, sir, 
the plans looking toward these reductions of these programs were 
under discussion between the Defense Department, the Treasury De- 
partment, and the Bureau of the Budget. And what the Coast Guard 
finally asked for was in effect a negotiated—if you can use that word— 
a negotiated understanding of what jobs the Coast Guard was to do 
in 1955. 

So I cannot really answer you specifically as to what we asked for. 

Senator Roperrson. I understand, though, you are perfectly 
satisfied. 

Admiral Ricumonp. Yes, sir, under the circumstances that someone 
tells us to doa job, or not todoa job, then we are satisfied. 

Senator Ronertson. That is not my question. Did somebody tell 
you how mu ch you were going to get, or did you tell somebody how 
much you needed, and they told you that you would get so much less 
than that? And you said, “Sir, I salute you; you are my boss; we 
will do the job.” 


VIRGINIA STATIONS 


Are you going to close any weather stations in Virginia? Let me 
ask you that. 

Admiral Ricumonp. No, sir; these are not that kind of weather 
stations. 

Senator Rosertson. They are ships? 

Admiral Rrcumonp. That is right. 

Senator Rosertrson. And how about Coast Guard stations, rescue 
stations! 

Admiral Ricumonp. Are you talking about lifeboat stations? 

Senator Ronertson. Lifeboat stations. 

Admiral Ricumwonp. None are affected in this budget at all, sir. 
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Senator Roserrson. I am glad you recognize the importance of 
that area. 

Senator Dirksen. Summarizing the Senator’s question, Admiral. 
what authority would you have in a rather distressing situation like 
that which prevails in New York at the present time? I am — 
ing now about the difficulties in the port, longshoremen, steve 
and that sort of thing? 

Admiral Ricumonp. None, sir. 

Senator Dirksen. You actually have no authority there? 

Admiral Ricuumonp. None, sir. 

Senator Savronsraut. Mr. Chairman, may I ask one question, if 
the Senator is through ? 

Senator Dirksen. Senator Saltonstall. 


ores, 


MANNING CIVILIAN WEATHER STATIONS 


Senator Sauronsrat,. What I wanted to find out relates to the 
weather stations. On page 2 of your statement it is said that the 
weather stations have been cut out for civilian purpose. Then it goes 
on to say that the armed services are going to take over 524 stations, 
and you are going to operate them on a reimbursable basis. What, 
if you can say it in open hearing, is the method of conducting air 
stations for civil requirements at the present time ? 

I note that the statement gives this explanation: 

Determination has been made by the Air Coordinating Committee that there 
is no longer a civil requirement for these services. 

How are those weather stations now conducted for civilian pur- 
poses ? 

Admiral O’Neiiz. It is in the record, sir. But, briefly, the Air 
Coordinating Committee has asked the Secretary of the Treasury to 
have the Coast Guard man these stations, and as of this year the Air 
Coordinating Committee has withdrawn that request. 

Senator SauronsraLy. Senator Dirksen, are you satisfied with the 
explanation on the record on that particular matter ? 

Senator Dirxsen. Yes, I think so. 

But I wanted to amplify one question of Senator Robertson. 

Actually, Admiral O’Neill, how much did you ask the Budget Bu- 
reau for in your request for 1955? 

You see, you are under an inhibition by virtue of the restrictions 
imposed by the Budget Bureau. But when I ask you the question 
you are perfectly free to answer. 

Senator Ronerrson. That makes it legal. 

Senator Dirksen. That is right. 

You did ask for $226,649,000, which is $45-million-plus of the figure 
that is before us at the present time. 

Admiral O’Neitu. Yes, sir. 

Senator Dirksen. That, Senator Robertson, will supplement the 
answer you got to your question as to whether or not the request was 
made for all funds that the Coast Guard thought were necessary to 

carry out every activity, including all of the weather ships. 

And I suppose that figure was contrived before the Air Coordinating 
Committee made its report, was it ? 
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Admiral Ricumonp. | would say before final decision was reached 
by all parties, sir. This was not something that was decided in a 
day. It has been back and forth a number of times. 

Senator SaLronstaLL, Mr. Chairman, may I follow that up ¢ 

Senator Dirksen. Senator Saltonstall. 

Senator SALTONSTALL. How do you draw the distinction between 
the civilian and the military for the purpose of air information, we 
will say, over the Atlantic’ Assume that Pan American is going to 
fly frem here to England, who conducts the weather stations ¢ 

Admiral Ricuaonp. All the weather stations since the war have 
been conducted by the Coast Guard for the United States. 

Senator SatronsraLu. That is what I thought. 

Admiral Ricumonp. Without any question of who was using the 
stations, whether military, or civilian. They were a national need. 
\nd they were so operated as a national need, without any distinction 
as to what the requirement was. 

Senator SatronstaLL. That is what I thought. 

Admiral Ricumonp. But, as I already indicated, the airlines people 
came in and certified to the Air Coordinating Committee that there 
was no longer a civil requirement. So, based on that, the Air Coordi- 
nating Committee certified to the Secretary of the Treasury that there 
was no longer any requirement for these ocean stations. 

They, in effect, withdrew the request. So the Coast Guard was in 
the position of getting out of business for the Atlantic as soon as the 
nternational agreement expired. 

Senator SALTONSTALL. What I was getting at is: How is weather 
safety provided now when a civilian plane goes across ¢ 

Admiral Ricumonp. That is done by the Coast Guard. 

Senator Sarronsrau.. It is done by the Coast Guard and being paid 
for by the Department of Defense / 

Admiral Ricumonp. It will be after the Ist of July. Now it comes 
out of the Coast Guard appropriation. 


DECISION ON WEATHER REPORTING SERVICI 


Senator SALTONSTALL. So that the same service is being conducted, 
but it is being paid for by the Department of Defense rather than out 
of the Coast Guard appropriat ion ¢ 

Admiral RicnumMonp. After the Ist of July, correct, sir; except that 
there would be reduced services. 

Senator SatronsTaLL. Who makes the decision that that service 
is sufficient ¢ 

Admiral Ricumonp. The Department of Defense had to make it. 
because we are operating the stations not now as a national require 
ment, but as a Department of Defense requirement. We have a letter 
from the Department of Defense asking the Coast Guard to consider 
the operation of 55 for them. 

Senator SauronstaLt. That is what ] am getting at. Are the com 
mercial lines satisfied with the air weather service they are getting 
or will get after July 1! 

Admiral Ricumonp. From the standpoint of their representatives 
of the Air Transport Association, presumably yes, because they are 
the ones that came in before ACC and said there was no individual 
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Now, as to civilian requirement, individually, as far as the airlines 
are concerned, I can’t answer because none of them approached us. 

Senator Dirksen. There doubtless is a Treasury order, or an Exeeu- 
tive order, or a Budget Bureau directive on this, is theve not? 

Admiral Ricumonp. No, sir. 

Senator Dirksen. What about the directive from the Air Coordi- 
nating Committee ? 

Admiral Ricumonp. It is a letter. 

Senator Dirksen. Do you have the letter here? 

Admiral Ricumonp. I do not have the letter. 

Senator Dirksen. Could you submit it for the record ? 

Admiral Ricumonp. Withdrawing the request. 

Senator Dirxsen. I think the letter of the Air Coordinating Com- 
mittee indicating their finding and their amplification of this whole 
question of a civilian requirement ought to be inserted for purpose 
of clarity. I presume it is not a restricted letter. Is it? 

(The letter referred to follows:) 

AIR CoORDINATING COMMITTEE, 
DEPARTMENT OF COMMERCE BUILDING, 
Washington, D. C., October 26, 1958. 
Hon. Groner M. HUMPHREY, 
Secretary of the Treasury, Washington, D. CO. 

My Dear Mr. Secretary: Reference is made to a letter from the Chairman of 
the Air Coordinating Committee to the Secretary of the Treasury, dated October 
31, 146, in regard to the North Atlantic Ocean station vessel program. The Air 
Coordinating Committee in that letter requested that the Coast Guard be the 
Government agency responsible for ocean weather station vessel operation, in- 
cluding communications facilities, search and rescue services, and navigation 
aids to aircraft. This program was to be carried out under the terms of the 
then North Atlantic Ocean Weather Station Agreement. 

A thorough reexamination of the benefits derived by the United States has 
recently been conducted by interested agencies of the Government, as you know. 
This study concluded that the benefits to the United States of the services 
rendered by the ocean stations no longer could be considered commensurate with 
the very substantial cost. Consequently, on October 21, 1953, the Department 
of State instructed the United States representative to ICAO to so advise the 
representatives of states concerned. This was done. 

The Air Coordinating Committee therefore, in consonance with this decision, 
withdraws its: request that the Coast Guard continue its responsibility for these 
services. 

Sincerely yours, 


Admiral O’Netiu. No. 

Senator Savronstaty. Mr. Chairman, we had this question several 
years ago, as the admiral no doubt recalls, at which time there was a 
question of the number of ships. It seems to me fundamental, with all 
the commercial air travel there is at the present time, that these 
weather stations should be maintained to the satisfaction, at least for 
the safety, of the commercial air traveler. 

Senator Dirksen. Yes. I raised that question earlier to ascertain 
whether or not there had been any significant protest on the part of 
the commercial airlines engaged in ocean flying. Evidently there has 
not been very much to-do about that, has there? 

Admiral Ricumonp. No; there has not. As the Commandant indi- 
sated, there has been one official complaint to the Air Coordinating 


Committee, not to the Coast Guard, from the Air Line Pilots Associa- 
tion. 


Rosert B. Murray, Jr., Chairman. 
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In addition to that, at the time that the decision was made, it was 
announced that as of June 30 the United States did not intend to 
renew its international agreement, and press reports indicated that 
spokesmen for various airlines said that they were dissatisfied. But 
| have never seen anything in writing. Of course, you can’t quote the 
press reports. I don’t know. 

Senator Maypank. I would like to see the letter of the Air Line 
Pilots Association, too, because I asked Secretary Humphrey about 
this the other day, if you will recall. He said the Commandant would 
be better able to answer the question. 

(The letter referred to follows:) 


Arr LINE PILoTs ASSOCIATION, 
Chicago, Ill., November 10, 19538. 
Hon. SINCLAIR WEEKS, 
Secretary of Commerce, Washington, D. C. 

Dear Str: The members of this association are both shocked and distressed at 
the manner in which the representatives of our Government have made and 
innounced the decision to withdraw the United States ocean weather ships from 
the North Atlantic. We sincerely hope that this action was not a fair measure 
of the manner in which the present administration intends to handle such 
decisions affecting our citizens in the future. 

Our objections are primarily two: 

I. The removal of the ocean weather ships without any apparent effort to 
nake available substitute facilities for the (1) communication; (2) navigation; 

3) meteorological; and (4) air-sea rescue services rendered by the ships to the 
pilots who regularly command aircraft over these routes. 

Il. The action in making and announcing the decision to discontinue these 
services without any prior consultation with the men who daily assume the 
esponsibility for the safe operation of aircraft over these routes. 

We, like all citizens, are sympathetic to any program that will achieve greater 
economy. However, an aircraft commander cannot avoid his responsibility to 
provide for the safety of his aircraft and passengers. The men who daily 
conduct flights over the North Atlantic routes have day-to-day knowledge and 
experience as to the necessity for such services not available to any other group 
or organizations. We believe that we are entitled to be consulted prior to 
decisions being rendered which affect the facilities available to us to fulfill our 
responsibility to the public to provide them with safe air transportation. 

We would appreciate receiving a statement as to any plans which have been 
nade to provide the services presently performed by the ocean weather ships 
and, in addition, would appreciate an outline of the manner in which decisions 
of this nature are to be made in the future. 

Sincerely yours, 
CLARENCE N. SAYEN, President. 


COOPERATION OF OTHER NATIONS 


Senator Sarronstaty. Mr. Chairman, may I throw this to you and to 
the admiral. 

This is being done in the Atlantic with the British, is it not ? 

Admiral Ricumonp. Not only with the British. 

Senator SALToNsTALL. With a number of nations? 

\dmiral Ricumonpb. Yes. 

Senator SauronsTALu. Are those nations, as well as the Air Coordi- 
nating Committee, satisfied with our cutting down on the number of 
ships ¢ 

Admiral Ricumonp. No, sir. The original decision, I believe, was 
made with the assumption that the other countries would like to 
abandon the weather service in the Atlantic. Now, at the present 
time, and until June 30, by virtue of the previous agreement, we man 


42711—54——-23 





352 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


524 stations in the Atlantic, and the other countries man 414. Actually, 
it is 424 and 514. 

We have a bilateral agreement with Canada which changes it 
slightly. But to all intents and purposes we man half the stations 
west of what is known as a chop line, which is a line that runs down 
just west of Iceland. Other countries, Netherlands, France, Great 
Britain, and Norway, either by cash contribution or ships, man the 
stations east of the chop line. 

When this announcement broke, because the agreement ran out in 
June and there was supposed to be a meeting to see whether it would 
be renewed, when the notice broke that the United States intended to 
abandon, there was a great deal of public clamor, you may recall—in 
the Boston papers I know there was a lot—about the advisability. 
And the other nations notwithstanding the reports that had been given 
out, that they wanted out, as a matter of fact, wanted to keep the 
stations going. 

So in February an international meeting was held in Paris, and it 
was agreed that in the Atlantic, the countries involved would con- 
tinue to man 9 stations. They dropped 1 station from the overall pro- 
gram of the 10 stations in the Atlantic. The European nations will 
man 5 of those stations east of the chop line, and Canada and the 
United States will man 4 of those stations west of the chop line. 


ASSUMPTION OF OPERATION BY DEFENSE DEPARTMENT 


Senator Dirksen. Adimral Richmond, where is the documentary 
evidence that the Defense Establishment will assume this operation ? 

Admiral Ricumonp. It isa letter, sir. 

Senator Dirksen, If it is not restricted, can it be put in the record ? 

Admiral Ricumonp. Yes. 


Senator Dirksen. Very well, it will be inserted at this point. 
(The letter referred to follows :) 


NOVEMBER 23, 1953. 
The honorable the SECRETARY OF THE TREASURY. 

Dear Mr. Secretary: In a letter dated October 23, 1953 the Acting Secretary 
of the Treasury informed us of the intent of the Bureau of the Budget and the 
Treasury Department to initiate immediate action to terminate certain ocean 
weather stations and the expanded search and rescue programs, except to the 
extent the Department of Defense deems elements of those programs to be suffi- 
ciently important from a military viewpoint to budget for them as a Defense 
Department responsibility. 

Based upon further intensive review of the requirements for these activities, 
considered solely from the standpoint of military urgency, the Department of 
Defense has determined that certain of the weather stations are of sufficient 
priority within the overall requirements to warrant their continued operation. 

We propose, therefore, to request funds in our 1955 budget for the support of 
the following ocean stations: 


Atlantic Pacific 
Able, two-thirds of the time Nan, full time 
Baker, full time Victor, full time 
Dog, full time 
Easy, full time 


It is requested that the Coast Guard advise us prior to December 4 of the 
estimated costs of continuing the 524 stations recommended for retention in 
fiscal year 1955 so that provision may be made in the Defense budget for the 
necessary funds to reimburse the Coast Guard for this operation. 

The employment of Coast Guard ships, aircraft, facilities, and personnel in 
the expanded search and rescue program in the Pacific does result in some du- 
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plication and cannot be justified for retention as a strictly military requirement 
when balanced against the necessity for continuation of high priority military 
rograms. The Department of Defense, therefore, does not propose to request 
funds to support this activity. 

With respect to the return of ships to the Navy as a result of terminating the 
expanded search and rescue programs and some of the ocean stations I am 
requesting the Secretary of the Navy to communicate with you concerning the 


detailed arrangements for restoring these ships to their previous condition or 
working out appropriate alternative funding adjustments 


The recommendation for retention of 524 ocean stations has been based upon 
the assumption that the remaining stations operated by foreign governments 
assisted financially by other ICAO nations will be continued. In the event these 
foreign governments decide to withdraw portions of their support as a result 
of the announced action of the United States Government, further evaluation 
will be required to determine whether additional United States participation 
would then be necessary. 

Rocer M. Kyes, 


icting. 
Coast GuarD AUXILIARY 


Senator Dirksen. Are there any other questions, gentlemen ? 

I wanted to ask one question about the Coast Guard auxiliary. 
How are appropriations handled for the maintenance of the Coast 
Guard auxiliary? I presume there are some funds handled admin- 
istratively ; am I correct ? 

Admiral O’Nemu. No, sir. The only appropriated funds used 
in connection with that is when we take over the operation of an 
auxiliary boat. Then we pay for the fuel of the boat. Or when we 
call a meeting of the commodores of the auxiliary in the various dis- 
tricts, we pay their per diem, their travel expenses to Washington or 
wherever it may be. 

As far as the operation of the boats that comprise the auxiliary, there 
is no appropriated money used for that. 

Senator Dirksen. I have here a letter from the flotilla commander 
at Quincy, Ill. It is signed by quite a number of the men who make 
up this component. 

Has aid to the auxiliary been chopped off entirely, or is it still in 
effect? You say there need be no separate appropriation item for it 
because you do have authority to afford per diem aid to them, is that 
correct ¢ 

Admiral O’Nettu. To pay, as I say, for the fuel of the boats that we 
use and all. 

Senator Dirksen. I think I should want to insert this in the record 
in connection with your answer, because we could not find the direct 
appropriation for it, and I wondered on what basis it was handled. 

(The letter referred to follows:) 

Untrep States Coast GUARD AUXILIARY, 
Division No. 11, FLorriia No. 1, 
Quincy, IU., February 25, 1954 
Hon. Sip SImMpson, 


United States Congressman, 

House Office Building, Washington, D. C. 

Dear Str: As members of this Government-sponsored volunteer organization, 
we earnestly urge you to use your good efforts to obtain reinstatement of the 
appropriations for Coast Guard auxiliary activities, which are part of the 
Treasury Department appropriations. The lives and property saved through 
this activity are worth many times more than the money expended. The pro- 
posed cut in appropriations will have effect to nullify all of the work and money 
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which has been spent over the past 15 years. 
directors of the auxiliary should be retained. 
Respectfully, 

Douglas Wells, Commander; Arthur F. Witte. Secretary-Treasurer : 
Norbert Pinkard; E. James Jannis; R. P. Gehring: Wm. Fred 
eral; Fred J. Baldwin; H. C. Shaeffer; Frank Bauer: Elmer 
Mahon; 0. M. Helms; Roy Husman; F. G. Boden: R. H. Berg 
mann; W. 0. Hart: Jim Rose: H. C. Ascheman: Otto Keck : 

Charles E. Burkist ; Everett Hardy ; Dan S. Kesler. 


As an absolute minimum, distric; 


Admiral Ricumonp. It is paid out of operating expenses, under the 
authority of chapter 23, title 14. 

Senator Dirksen. in what amount is this item in the course of a 
year ¢ 

Admiral Ricumonp. I guess maybe a couple thousand dollars, 


EXPENSE OF ADMINISTRATION 


Captain Arrineton. The overall expense for administering the 
auxiliary, the director, and whatever is paid to direct the service is 
less than $200,000 a year. 

Admiral O’Newx, That is salaries of Coast Guard personnel admin 
istering it. 

Senator Dirksen. How many units are there in the country ¢ 

Admiral O’Nenu, Each district has a varying number of units. 
Most of them are organized in flotillas. 

Senator Dirksen. You have a given number of divisions and then 
a number of flotillas in each division ? 

Admiral O’Nemu. We can submit that. 

Senator Dirksen. It might be well to submit it. 

(The information referred to follows :) 


One hundred and two divisions and four hundred and seventeen flotillas as 
of February 28. 


RETIREMENT 


Senator Dirksen. I have an item for retired pay in the amount of 
$19,775,000. It has increased when compared to the 1954 appro- 
priation. 

How many men are actually on retirement from the Coast Guard? 

Admiral Ricumonp. 7,703, as estimated for 1955. 

Senator Dirksen. Can you say one word about your Reserve train- 
ing item of $2.5 million ? 

Admiral O’Nemu. The scope of that training for 1955 will be the 
same as it is in 1954. There is no increase there. And that is 
primarily in the training of the men in the organized Reserve units. 

We contemplated there will be about 5,500 officers and men under- 
going training in 1955 in that program, the same as in the current 
year. 

Senator Dirksen. Any further questions, gentlemen ? 

Senator Rosertrson. I understand the Coast Guard is not making 
a request for restoration of the $10,700 as cut by the House. 

Admiral O’Ner. No, sir; that was made as a result of cuts in print- 
ing costs at the Printing Office. There is no protest to that. 

Senator Dirksen. Have you anything else to offer for the good of 
the order, Admiral O'Neill, or Admiral Richmond ? 
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Admiral O’Nei1. I don’t believe so, Mr. Chairman. Thank you 
very much, sir. 

Senator Dirksen. Thank you very much. 

You may now nurse the hope that compassion and generosity will be 
exercised by this committee. 


INTERNAL REVENUE SERVIC! 


STATEMENTS OF T. COLEMAN ANDREWS, COMMISSIONER; 0. GOR- 
DON DELK, DEPUTY COMMISSIONER; J. N. McCOLLUM, CHIEF, 
BUDGET BRANCH, FISCAL MANAGEMENT DIVISION; AND W. L. 
JOHNSON, BUDGET OFFICER, TREASURY DEPARTMENT 


BUDGET ESTIMATE 


Mr. Jounson. Mr. Chairman and members of the committee, the 
Commissioner of Internal Revenue, Mr. Andrews, and Mr. Delk, the 
Deputy Commissioner. 

Senator Dirksen. The estimate before us for 1955 in the amount of 
$266 million is precisely the amount that was appropriated in 1954. 
[ would like for you to go ahead and highlight your statement and 
want to thank you for making it available to the members of the com- 
mittee in advance of this hearing. It will be inserted in the record 
in its entirety together with the appropriations summary and certain 
justification material that has been submitted by the Department. 

(The material referred to follows:) 


APPROPRIATION ESTIMATE FOR THE INTERNAL REVENUE SERVICE 


“For necessary expenses of the [Bureau of] Internal Revenue Service, includ- 
ng expenses, when specifically authorized by the Commissioner, of attendance 
at meetings of organizations concerned with internal-revenue matters; purchase 
not to exceed one hundred for replacement only and hire of passenger motor 
vehicles ; [examination of estimates of appropriations in the field;] services as 
authorized by section 15 of the Act of August 2, 1946 (U.S. C. 55a), and of expert 
witnesses at such rates as may be determined by the Commissioner ; and ammuni- 
tion : $266,.000,000.” 


EXPLANATION OF ESTIMATI 


The Internal Revenue Service is responsible for determination, assessment, and 
collection of all internal-revenue taxes; enforcement of internal-revenue laws; 
refunding or crediting of any overpayment of tax or erroneous collection; and 
preparation and distribution of instructions, regulations, forms, and stamps. It 
is also charged with certain duties under statutes that do not impose taxes, but 
which are directly related to internal revenue, such as the Federal Alcohol 
Administration Act, as amended, the Liquor Enforcement Act of 1936, and the 
Federal Firearms Act 

This proposed budget covers the minimum amount required to meet the costs 
of performing the manifold operations of the Revenue Service on a full basis 
for some operations and on a partial or skeleton basis for others 

The amount requested for 1955 is $266 million. This is the same amount appro 
priated for 1954, exclusive of penalty mail costs, but will be less than the amount 
available for 1954, if the contemplated supplemental appropriation request is 
granted 

Public Law 286, 83d Congress, and regulations issued pursuant thereto by the 
Post Office Department, provide that postage cost for penalty mailings shall 
be charged to appropriations of executive departments, effective August 15, 1953 
Inventory and purchase order records indicate that there will be 140,695,960 
mailings during the fiscal year 1955 subject to the rates prescribed by the Post 
Office Department Rates range from 1.53 cents per piece for package mailing 
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of blank income-tax return forms to 30 cents for registry fees. On the basis 
of anticipated volume and prescribed rates, it is estimated that the cost charge- 
able to this Service’s 1954 appropriation will be $3.6 million. A supplementa) 
appropriation request for that amount is proposed for later submission. Charges 
will apply during all of fiscal year 1955, and are estimated at $4 million for that 
year. This estimate contemplates that the General Services Administration wil! 
assume rental costs of $2.4 million. The remainder of the $4 million postage 
item in 1955 is provided for by reducing the amount otherwise available for 
personal services and related travel costs to the extent of $1.6 million. 


EXPLANATION OF LANGUAGE CHANGES 


Treasury Department Order No, 150-29, issued by the Secretary of the Treas 
ury on July 9, 1953, provides, in part, that “The Bureau of Internal Revenue 
shall hereafter be known as the Internal Revenue Service.” Accordingly, it is 
proposed that wherever the designation “Bureau of Internal Revenue” appears 
in the title or text of the appropriation, the designation “Internal Revenu 
Service” be substituted. 

The language “examination of estimates of appropriations in the field;” has 
been eliminated in this submission, pursuant to section 1314, Public Law 207, 
83d Congress, which section provides that “funds made available in this or any 
other act shall hereafter be available for examination of estimates of appro- 
priations in the field and the use of such funds for such purpose shall be subject 
only to regulations by the standing committees concerned.” 

Also proposed for elimination is the language “Provided, That the amount for 
personal services in the District of Columbia shall not exceed $18,410,000.” 
Expenditures for personal services in the national office of the Internal Revenue 
Service will decrease substantially in the current and budget years, and these 
decreases are reflected in the estimate. Of the total request for funds in the 
1955 estimate, only 5.6 percent is proposed for obligation for personal services 
in the national office, compared with a ratio accounting for 6.8 percent of fiscal 
year 1953 obligations. Approval of the proposed change will eliminate a specific 
limitation applying to a relatively small proportion of appropriated funds and 
make possible a reduction in administrative work incident to the maintenance 
of special accounting controls. 


inalysis of appropriation base for fiscal year 1955 


Regular appropriation, 1954 act ste ft LSJ us SRR CR: O00 
Supplemental appropriation for 1954 


Total appropriation, 1954 Wi Abate. bitte deldclirlesk teas cath __.... 266, 000, 000 


Reductions: 


1. Rulings, technical planning, and special technical services 51,510 
2. Processing and revenue accounting at lees 979, 540 
3. Audit of tax returns and collection of delinquent accounts_ 9, 607, 055 
4. Tax fraud and special investigations gs ebesdoidntsetenicbibes 102, 000 
5. Alcohol and tobacco tax regulatory work________________ 49, 500 


6. Taxpayer conferences and appeals_ 


sleek ahaa 93, 159 
7. Legal services__ 


ethentiith dete dps atten igghal eee ae 94, 960 


is NI FINI aid arsed Stiinta ene ccna ntenitbieledbbtsad 156, 030 
9. Statistical reporting ee ee ee ee Te 166, 404 


a II oh BE itccks <nitinecncmcdedtien bodice 262, 156 


11, 562, 314 
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Analysis of appropriation base for fiscal year 1955—Continued 


\dditions : 
1. Rulings, technical planning, and special technical services 


2. Processing and revenue accounting__-.-.-----~--~~-- : $3, 633, 925 
3. Audit of tax returns and collection of delinquent accounts 3, 836, 925 
1. Tax fraud and special investigations 5, 060 


5. Alcohol and tobacco tax regulatory work 
6. Taxpayer conferences and appeals__- 
7. Legal services 
8. Inspection service . i 
9. Statistical reporting _ " ‘a 86, 404 
10. Executive direction Sioa a 





Adjustment in base (net) seein a . : 4, 000, 000 


Appropriation base for 1955 262, OCO, 000 
Increase over appropriation base for 1955 4, 000, 000 
Appropriation estimate for 1955 266, 000, 000 


Increase or decrease from total appropriation, 1954 


Comparison of appropriation base with appropriation estimate for 195 











Appropriation base Appropriation esti- 
PI _ 1985 I ” = for 1988 Increase or decrease 
Activity — 
A veragt : A verage A verage 
positions Amount positions A mount positions Amount 
1. Rulings, technical planning, and 
special technical services 624.4 | $3, 807, 240 624.4 | $3, 817, 240 +-$10, 000 
2. Processing and revenue account- 
17, 767.1 | 71,327,390 | 17, 767.1 | 73,770, 162 +-2, 442, 772 
3 f tax returns and collec- 
lelinquent accounts 25, 575.5 |132, 302,685 | 25, 575.5 (133, 591, 128 +1, 288, 443 
4. Tax fraud and special investiga- 
yns 1,847.3 | 11,056, 167 1,847.3 | 11, 120, 967 +-64, 800 


5. Alcohol and to tax regula- 


21, 3905, 554 3, 988.0 | 21, 487, 154 +91, 600 
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Standard classification schedule (direct obligations only) 


Increase (+) or decrea 
(—), 1955 estimat 


A ppropria- | Appropria- | Appropria- over 





tion esti tion hase tion esti- 
mate 1954 for 1955 mate 1955 
1955 base | 1954 esti 
mats 
rotal number permanent positions 53, 366 53, 331 53, 331 
Average number of all emplovees 53, 500 53, 465 53, 465 
Average salaries and grad 
General schedule grads 
Average salary $4, 570 $4, 611 $4, 611 +$41 
Average grade GS-63 GS-6§.2 GS-62 0 
Crafts, protective and custodial grad« 
Average salary $2, 905 $3, 039 $3, 039 +-$44 
Average grade CPC-3.4 CPC-3.4 CPC-3.4 
OBJECT CLASSIFICATION 
Personal service 
Permanent position $238, 378, 613 $236, 278, 613/$236, 278. 613 $2, 100, 00 
Part-time and té mporary positions 2, 200, 000 2, 200, 000 2, 200, 000 
Regular pay in excess of 52-week base 915, 500 915, 500 915, 500 
Payment above basic rat 395, 250 395, 250 395, 250 
lotal personal services 241, 889, 363; 239, 7289, 363 363 —2, 100. 00% 
Travel », 774, 000 6, 274, OOF , 274, 000 +500, OO 
rransportation of thing 1, 105, 300 1, 105, 300 5, 300 , 
Communication servic 1, 368, 657 1, 368, 657 5, 368, 657|+4-$4, 000, 000! +-4, 000, 00 
Rents and utility service 3, 507, 680 1, 107, 680 1, 107, 680 —2, 400, 00K 
Printing and reproduction 6, 200, 000 6, 200, 000 6, 200, 000 
Other contractual services 1, 989, 500 1, 989, 500 1, 989, 500 
Supplies and materials 2, 291, 200 2, 291, 200 2, 291, 200 
Equipment 1, 674, 300 1, 674, 300 1, 674, 300 


Refunds, awards, and indemnities 
Taxes and assessments 200, 000 200, 000 200, 000 


Total appropriation or estimate . 266, 000,000 262, 000. 000 266, 000, 000) +-4, 000, 000 


INTRODUCTORY STATEMENT oF T. COLEMAN ANDRE WS, COMMISSIONER OF 
INTERNAL REVENUE 


Gross internal revenue collections 


Taxes collected during the fiscal year 1953 aggregated $69.7 billion. The esti- 
mate for this fiscal year, that is 1954, is $72.8 billion; and for 1955 is $67.1 


billion. 
Appropriation estimates 


For 1953 there was appropriated for the collection of the internal revenue 
$270 million ; for 1954, $266 million; and the estimate for 1 


955 is $266 million, or 
the same as that for 1954. 


Added revenue 


Revenue not voluntarily paid was obtained through the ¢ 


audit of tax returns 
and the collection of delinquent accounts ageregating $2.1 billion during the 


fiscal year 1953; the added revenue is expected to total $2 billion for this year; 
and about $2.3 billion for 1955. 

Of the $2.1 billion produced during the past fiscal year, the revenue 
counted for slightly over $1 billion through tax audits of the middle 
bracket income returns of individuals and of corporations. 
all average return of about $130,000 per agent; and close to 
of salary cost. 


agents ac- 
and upper- 
This was an over- 
$21 for each dollar 
The added revenue obtained through all enforcement officers was nearly eight 
times the total appropriated for all operations of the entire Revenue Service. 


Interest and penalty assessments alone exceeded the total cost of all revenue 
operations by $148 million. 


Revenue agents on rolls 


The amount requested for 1955 provides for 53,465 man-years of employment 
as compared with 53,500 for 1954; and 54,596 for 1958. Of these man-years, 


9,311 for 1955 will consist of revenue agents. Due to readjustments and econo- 
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mies flowing from reorganization, decentralization, and work improvements the 
9,311 man-years figure for 1955 will be 645 larger than that expected for this 
year, that is 1954; and 1,690 larger than 1953. The actual number of revenue 
agents on the rolls June 30, 1953, was 7,601. The number for the last pay period 
available, namely, January 30, 1954, was 8,452. This increase is indicative of 
the progress being made under the recruitment program. 
Effect of added revenue agents 

The net additions planned will add revenue at an approximate average rate of 
$130,000 per agent. Therefore, for each 1,000 well-trained and experienced 
revehue agents over each of the next several years there can be produced annu- 
ally added revenue of close to $130 million at an annual cost of about $6 million, 


Vajor audit job 

The heart of the technical audit work is centered in individual income-tax 
returns of $10,000 and over; and corporation income returns of $50,000 and over. 
As between the tax years 1946 and 1952, the number of individual income-tax 
returns of $10,000 and over practically doubled, rising from 940,000 to 1,781,000. 
As between the same years corporation income-tax returns of $50,000 and over 
increased by 11 percent; or from 54,000 to 60,000 Volume-wise the major 
portion of the audit job relates to individual income-tax returns of under $10,000 
which account for 83 percent of all income reported and 56 percent of the total 
tax liability. 

Policy decisions 

Shortly after we took over, February 1953, we decided to hold the line on 
ippropriation requests until we could get things straightened out and be sure 
that every dollar was being effectively spent. In fact, it was so obvious that 
some money was being spent for the less essential operations that a reduction 
was immediately made in the appropriation estimates for 1954, which reduction 
was carried forward in our 1955 estimates. 

A decision was then made as to our basic policy objectives. These objectives 
required us to reexamine, from the ground up, every phase of revenue adminis- 
tration, and to rebuild, wherever necessary, in order to— 

(a) Reduce overhead and increase productive effort ; 

(Db) lake the Revenue Service responsive to the needs of the people ; 

(c) Inerease the revenue through more complete voluntary compliance ; 

(d@) Build up well-merited respect on the part of the public for the Revenue 
Service; and 

(e) Develop a high morale and a deep sense of responsibility on the part of 

l revenue personnel of the need to demonstrate initiative ; to be effective; and, 
to increase production. 


ictions taken under these pol cy objectives 


a) Reduction of overhead: 

(1) Reduced the number of regional offices from 17 to 9, effective July 1, with 
ant Savings of close to $2 million annually. 

2) Either abolished or decentralized all routine operations in the Washing- 
ton office resulting in a reduction in the Washington personnel from 3,834 as of 
June 30, 1953 to 2,974 as of January 2, 1954 with resultant annual savings in the 
headquarters office of close to $4 million. 

(3) Reduced the cost and increased the effectiveness of the audit review opera- 
tions by systematizing the review and placing it nearer the field operations. 

(4) Eliminated the unnecesary annual filing and handling of some 5 million 
excise-tax returns by shifting from a monthly to a quarterly basis for filing. 

(b) Make the Revenue Service more responsive to the needs of the people: 

(1) Shortened the gap between the date of enactment of revenue legislation 
and the date of the interpretative regulations. 

(2) Brought to a current state the answers to all requests for rulings. The 
average time required to obtain answers has been reduced to 28 days. 

(3) Issued Regulations 118 on September 26, 1953, which comprised the first 

omplete revision of the income-tax regulations since 1943. 

(4) Expanded our program of publications of rulings in furtherance of our 
efforts to make more practical the actual compliance with official interpretations 
and in order to end the business of issuing “secret” rulings. 

(5) Eliminated much taxpayer harassment under previous audit policies re- 
garding depreciation deductions and appellate controversies in multiple-issue 
eases through the issuance of appropriate policy statements. 


result 
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(6) Increased the quality of audit work in the lower-income returns through 
the merger of such audit with that of the Audit Divisions, thereby insuring that 
taxpayers in the lower income groups would be given the same careful initia] 


(1) That from m) 
tions, and others, I | 
today than has here 


consideration as well as the same treatment by way of notices of proposed 
adjustments and appellate rights as are automatically provided those in the 
higher brackets. 

(7) Permitted certain classes of taxpayers to effect changes in accounting 
periods without the formality of prior approval. 

(8) Eliminated much of the redtape involved in requests for extension of time 
for the filing of corporate income and excess-profits-tax returns. 

(9) Established and worked with an advisory committee of prominent tax 
practitioners to help identify avoidable irritations and problems in tax admin- 
istration so as to add further to the responsiveness of the Revenue Service to the 
people’s needs. 

(c) Increase the revenue through more complete voluntary compliance : 

(1) Reorganized the taxpayer-assistance program during filing time to provide 
better service with less interference with the regular audit work. 

(2) Effected numerous improvements in tax forms so as to encourage better 
reporting. 

(8) Sought and obtained more active participation of television, radio, and 
press in the dissemination of practical tax information to aid the people in the 
filing of returns. 

{4) Conducted test canvasses for delinquent returns to encourage people to 
file. 

(5) Provided direction and impetus to the training of all high-school students 
in their tax obligations and the preparation of tax returns. 

(6) Launched an enforced program to obtain better compliance by our nationals 
(about 500,000 individuals) residing in foreign countries. 

(7) Developed plans for improving the payment and accounting for withheld 
taxes and the elimination of the need for some 35 million tax returns. 

(8) Established a survey team to explore every facet of our alcohol and 
tobacco tax requirements, procedures, and practices for the purpose of elimi- 
nating archaic practices which have been imbedded in the system. 

(d) Build up well-merited respect on the part of the public for the Revenue 
Service: 

(1) Developed plans for an internal-revenue school designed to raise the 
caliber of our revenue agents and other officials so that we can do our work 
more intelligently and thereby earn the respect and confidence of all with whom 
we come in contact. 

(2) Completely revamped our internal inspection functions so as to perform 
appropriate internal audits which will guarantee integrity of our operating 
system as well as of our employees. 

(3) Inaugurated a complete overhaul of our internal-revenue accounting 
system to insure efficient handling of all accounts and strict accountability 
for all revenue receipts. 

(e) Develop a high morale and a deep sense of responsibility on the part of 
all revenue personnel of the need to demonstrate initiative; to be effective; 
and to increase production: 

(1) I have personally gone into all of our regional offices and 32 of our 
district offices located in each of the regions throughout the country. TI have 
talked to approximately 20,000 of our 51,000 employees for the purpose of 
acquainting them with our objectives and urging greater effort toward their 
accomplishment. 

(2) Revamped completely the internal administrative setup so as to develop 
and implement policies and programs designed to create greater enthusiasm 
among all our workers through the improvement of all policies relating to 
personnel, housing, equipment, incentive awards, promotions, training, and job 
assignments. 

(3) Reworked our internal reporting system to provide better measures for 
the guidance of all supervisory officers to enable them to stay on top of their 
jobs. 

(4) Indoctrinated all supervisory officers in the need to become managers who 
will really run their jobs, and not fall behind through entanglement in purely 
technical matters. 


Some results of these actions 


As a result of our policy objectives and the actions taken to date in respect to 
them, I am now in a position to tell you: 
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(1) That from my discussions with tax practitioners, taxpayers, tax organiza- 
tions, and others, I am convinced that they believe we are doing a far better job 
today than has heretofore been done. 

(2) The changes which we have made in the organizational structure have 
given us a structure well designed to get efficient and equitable results. 

(3) Our people throughout the service are picking up the ball and beginning to 
run with it, which means coordinated effort and increased enthusiasm. 

(4) Taxpayers are becoming more conscious of an active, vigorous, and effec- 
tive Revenue Service. 

(5) We have turned the tide, which has been running against us on the pro- 
duction front because of the terrific readjustments during the transition from 
the old to new organization. The December 31, 1953, quarter showed substantial 
improvements over the prece ding quarter in 

(a) Man-days of effort actually applied to the examination of tax returns, 

(b) Number of field examinations. 

(c) Additiona' assessments of tax, interest, and penalty. 

(d@) Number of tax cases settled on appeal. 

(e) Number of tax cases disposed of that are before the Tax Court. 

(f) Prosecutions recommended on account of fraud. 

(g) Enforcement activities in the alcohol-tax field show increases in 

quantity of mash seized, number of arrests, and number of stills seized. 

i{ssurance as to efficent use of funds 


From the foregoing you will observe that we have within the past year put 
our house in order and results have been and are being obtained. With our 
organization now in shape and operating procedures and methods stripped to 
bare essentials, we can assure you that the money being requested will be used 
with greater efficiency than at any time in the past. 


BUDGET REQUEST 


Senator Dirksen. Before you start I want to ask you this question. 
Did you ask for more money than that from the budget bureau? 
And may I say, Mr. Andrews, you are perfectly free in this confer- 
ence, by all the rules I have notice about, to tell us whether you asked 
for more, or less. 

Mr. AnprEws. No, sir: we did not ask for more. And I would like 
to explain that a little bit, because I can see where anyone will wonder, 
well, how in the world can you do with the same amount of money you 
had last year. 

That answer is very simple. Frankly, when we appeared last year, 
we were new. We tried very hard to understand our problem as near 
as we could within the short period of time we had to do it before 
the appearances; and I felt, honestly, when we asked for the $266 
million at that time, that we had justified it. We adopted a program 
last year which is very simply stated this way: 

We look at the Revenue Service as a business operation. It is a 
pretty big business operation, with some 1,400 odd offices scattered 
over the countr y, 52,000 people in it. 

I felt rather strongly, and I have since reason to believe I was right, 
that we had a lot of overhead in that setup that could be elimins ated. 
I also felt there was quite a good deal of operating cost that could be 
saved, and that the two things together might very well be applied 
to the increase in our enforcement effort where our efforts really pay 
o 

», therefore, it wasn’t a matter of maintaining our status quo but 
tether of working within a framework of what we had when we 
started by utilizing our money more advantageously, more efficiently, 
and not asking for more money until we felt honestly that we could 
come to you and tell you we could spend it properly. 
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Senator Dirksen. Senator Kilgore has indicated that he wants to 
ask a few questions off the record in closed session. First let the Chair 
inquire whether there is anybody other than Bureau personnel here 
this afternoon? Are there any others? Gentlemen will you be of- 
fended if we ask you to leave? May we request the press members 
to step out for a moment also. You will be notified as soon as we get 
on the record. 


(Whereupon at 3:45 p. m. the committee proceeded into executive 
session and resumed open hearing at 4:00 p. m.) 
Senator Dirksen. You may proceed, Mr. Andrews. 


BUDGET ESTIMATE 


Mr. Anprews. I was going to say, Mr. Chairman, that we have 
tried to summarize here in this formal statement which we have pre- 
sented for the record, most of the testimony that we gave before the 
House. 

I believe you asked me why the appropriation request for this year 
was the same as last year, and I think I explained that, too. 

Senator Dirksen. Yes. 

In the second paragraph of your statement, you have for 1953, 
$270 million, and $266 million for 1954, and $266 million for 1955. 

Do you have a postal item ? 

Mr. Anprews. Funds for postage are included for fiscal 1955. 

Senator Dirksen. There are also funds for postage in the supple- 
mental. 

Mr. Anprews. A supplemental appropriation has been submitted 
for the fiscal year 1954. 

There is one thing that I would like to point out to you here, which 
I am sure is well known to you. But I think it can never be too often 
stated. That is that we are unique in that the money we spend, if it 
is properly spent, brings in a very handsome return. 

For instance, last year, fiscal 1953 





AUDITS AND COLLECTION OF DELINQUENT ACCOUNTS 


Senator Dirksen. Are you speaking now about audits? 

Mr. Anprews. Audits and collection of delinquent accounts. 

Last year in fiscal year 1953 we collected $2.1 billion, the added 
revenue expected this year is about $2 billion. Next year, in 1955, 
$2.3 billion. 

Senator Dirksen. In that connection, Mr. Andrews, let me ask you: 
Has the so-called tax canvass been discontinued entirely ? 

Mr. Anprews. No, sir; it has not been discontinued. But let me 
point out that the tax canvass is not a continuing activity. It is more 
or less of a, for want of a better term, a fill-in activity, an activity 
that we engage in from time to time as the need in particular districts 
indicates and as people are available for it. In other words, it is not 


a primary activity but merely one of the many techniques of enforce- 
ment that we follow. 
Senator Dirksen. So whether or not it is continued in one area or 


another will depend somewhat on conditions that develop from time 
to time? 
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Mr. Anprews. That is right; or whether it is used at all. If we 
are satisfied we are getting a good return in an area we would not go 
to the expense of carrying out that type of inquiry. 

I would like to point out also that the added revenue obtained 
through our enforcement officers was nearly eight times the total 
appropriated for all operations of the revenue service last year, and 
that the interest and pens alty alone exceeded the total cost t of revenue 
operations by $148 million. 

I think that isa rather impressive figure and ought to be emphasized. 


INCREASE IN REVENUE AGENTS 


We next take up the number of revenue agents on the rolls, and I] 
would like to discuss that very briefly from the standpoint of acquisi- 
tion policy and from the st: indpoint of training. 

We figure that in the increasing _ the number of revenue agents 
we are limited by two factors: No. 1, the availability of personnel; 
No. 2, our ability to absorb personnel And bearing in mind those 
limitations, we asked the House, and they approved, that we be per- 
mitted to add 645 agents to our rolls for 1955, in addition to taking up 
a deficiency in our rolls for 1954. So that we expect to have a very 
substantial increase in the number of agents by the 1st of this July. 

Senator Dirksen. Do you expect to transfer personnel from some 
other functions to this 

Mr. ANDREWS. We have done some of this. We had a oreat many 
collection people who have been transferred. 

You remember that there was a time when the collection people 
were appointed without civil-service status. I believe the collection 
personnel were given civil-service status in the early forties. 

The collectors, of course, were abolished, as such, under the reorgan- 
ization plan. So that in 1952, when the reorganization plan was 
adopted, even those peop le who came in as collectors were covered 1 
to the Service to the extent that they were qualified. And the entire 
Service came under civil-service in the reorganization program put 
into effect in 1952 

Senator Dirksen. Out of the total pe rsonnel you would have 9.311 
actual revenue agents for 1955, and then you m: ike : a supplemental re- 
quest for 1,000. So that you would have 10,311, if the supplemental 
request were granted ¢ 

Mr. Anprews. It does not work exactly that way. As a matter of 
fact, I doubt very much if we will have over 10,000 in 1955. 

Mr. Delk says it will work out nearer to 10,000, 

Those 9,311, of course, are man-years. But we will have a substan- 
tial increase this year, and I hope we will be able to increase our reve- 
nue agents so that we can continue to increase the number of tax re- 
turns that we examine. 

Senator Dirksen. Mr. Andrews, you have 54,596 man-years for 
1953 and 53,500 for the current fiscal year. So somewhere along the 
line you lost roughly 1,000 man-years. That happened in what par 
ticular function ? 

Mr. Anprews. That has come about in that program that I expained 
at the outset, of finding a better utilization of personnel and getting 
rid of personnel that we could do without. In other words, we 
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dropped a lot of clerical personnel and a lot of overhead personne] 
that we didn’t need. 

Therefore, although our total number of man-years for 1954 may 
seem low to you in relation to what I have been telling you, We expect 
to get a lot more work accomplished, with a slightly fewer number 
of people. 

INEQUITIES IN SALARY OF ENFORCEMENT PERSONNEL 


Senator Dirksen. Will you use some funds then for salary im 
provement and improvement of conditions in the enforcement field? 

Mr. Anprews. Yes, sir. We are trying to correct some terrible in 
equities in that, Senator. We found that there are a lot of people 
in our Service who were being required to do work of a higher grade 
than they were being paid for. We are trying to correct those in- 
equities because it was leading to the bad morale that we heard so 
much about. It is a big job and could not be done overnight. We 
have a definite program to get that cleared up. ; 

Senator Dirksen. If you get these additional 1,000 agents, what 
will you do about your training program ? 


TRAINING PROGRAM 


Mr. Anprews. The training program, as presently constituted, is, 
of course, an internal program. What we propose to do, and it is in 
this bill, is to establish an Internal Revenue Service academy, where 
we can give a much more intense and more comprehensive type of 
training to these thousand new agents that we bring in each year. 

Let me hasten to explain, however, that that does not necessarily 
mean that the new agents taken in will be those that will be trained. 
Rather, we propose to bring them in, give them orientation, and then 
by careful process of selection, send the best that we have to this 
school to be given a more comprehensive training. 

We estimate that in fiscal 1955 we would not spend over $400,000 
for that purpose, and that is the amount that is in the bill. 

Senator Dirksen. How long a course is that to be? 

Mr. Anprews. We propose tentatively to make it about a one 
semester course. In other words, when finally established, it will be 
500 students per semester on a 2-semester basis. If we can increase 
that, I think it will be all to the good, because I don’t particularly 
like that gap between the first and second semester of 1 year and the 
first semester of the next. I think we can work that out. 

We have proposed to put this school under contract on the campus 
of an existing college or university rather than as a separate institu- 
tion, for a number of reasons. 

The principal one is we figure that if we ever permitted it to become 
a separate institution, it might become an empire, and we don’t want 
an empire if we can avoid it. 

Secondly, we feel you can get a higher type of instruction from 
a school whose business it is to teach than you can from a school that 
you might put together yourself. Thirdly, we know, of course, that 
it costs a lot less money to do it that way. 

It would give us better control and we will not have to be too much 
concerned with the problem of securing the training personnel. 
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Senator Dirksen. Let us get down to your audit on page 2. I think 
your responses to Senator “Kilgore covered that reason: bly well. 

Mr. Anprews. I think we did. I think we have to admit to our- 
selves, frankly, Senator, that we are not doing an adequate job. 

Senator Dirksen. Incidentally, let me say that when you look over 
the transcript, whatever you think ought to be taken off in that col- 
loquy between you and Senator Kilgore, you can take it out so that 
it will not remain in the printed hearings when they have come from 
the Government Printing Office. There may be some items there that 
should perhaps be left off the record. 

Mr. Anpvrews. That is fine; thank you, sir. 

Senator Maypank. Do you mind, Mr. Chairman, if I ask 1 or 2 
questions at this point 

Senator Dirksen. Senator Maybank. 


ADEQUACY OF COLLECTIONS PERSONNEL 


Senator MayBank. Mr. Commissioner, are you satisfied that the 
budget allows for a sufficient number of so-called tax collectors? I 
mean do you have as many as you think you could get who are trained 
men, under the appropriation ¢ 

Mr. Anprews. I think we have in the bill, as it now stand, been 
given as many people as we can assimilate in the next year. 

Senator Maypank. In other words, capable people who could be 
assimilated ? 

Mr. Anprews. It may well be that as this program progresses it 
will begin to pyramid and we will be able to use more agents. If so, 
we will come back and request additional funds. 

Senator Maypank. As I understood you, you thought the collections 
would probably be off about $5 billion this year. I would not ask 
you to assume any policy at all, because you made that perfectly clear. 

Mr. Anprews. That is about it. It is over $51, billion, as a matter 
of fact. 

Senator Maysank. You transferred a lot of authority away from 
here that you had the right to do under the law, is that right ? 

Mr. Anprews. That is right, sir. 

Senator Mayspank. I want to congratulate you on that. It does 
two things that should be mentioned. It saves money for the tax- 
payers by not having duplication in Washington. 

Another thing is, I find out that many times when you have com- 
petent and honest men, and some fellow makes an honest mistake back 
home, and the people are known, it can sometimes be better settled 
than to come here where they do not know anybody. 

Mr. Anprews. Senator, considering the grades that we have estab- 
lished for the field and the type of people we have out there, it is 
unthinkable to me to deprive those people of the right of decision and 
put it in the hands of two or three thousand people in Washington. 

Senator Maypank. And if they are not capable, you ought to fire 
them. 

Mr. Anprews. They ought not to be there. 

Senator MayBank. Another thing, it costs a lot of money for a 
small taxpayer to appear in Washington and to have a small item 
adjusted correctly ? 


Mr. Anprews. That is right. 
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I hope the chairman is going to have time to let me give him some 
statistics at the proper point as to what is being accomplished under 
the decentralization program, because it is extremely impressive. 

Senator Maypank. I know the chairman always has time, but my 
only regret is I will not be able to be with the chairman because of 
some telephone calls I have to make. But I will read the record with 
interest. 

I will say that from what I hear at home the way you conduct 
the organization meets with the approval of bankers and people of that 
kind who, after all, have to put up the money to pay the claims, what 
ever they may be. 

Mr. Anprews. Thank you. Tam glad to hear that. 

Senator Maynank. I hope you will not hesitate to ask for more 
money for collectors, because I know I always believe in sufficient 
collectors to get as much of the money in as possible. It is a shame 
for one fellow to pay taxes and for another to get out of it because 
of the Bureau being unable to collect it. 

Mr. Anprews. If I may, I would like to make a very brief state 
ment on that at this point, Mr. Chairman, because the Senator, in my 
opinion, has put his finger on the most important factor in tax admin 
istration. That is simply this: To the extent that any business taxes, 
any taxes on business income, are not paid, the rest of the people are 
paying it twice. And they are paying it twice for this reason: Be- 
cause generally they are paying it once in the price of the goods and 
services bought, and they are paying it the second time on account of 
the fact that when the other fellow does not pay it they have to pay it. 

So, in my opinion, there is nothing quite as important as doing our 
primary job, and that is collecting money. 

Senator Maysank. Thank you, Mr. Chairman. 


TABULATING EQUIPMENT 


Senator Dirksen. One question, Mr. Commissioner, about reduction 
of overhead and increase of productive effort. I presume from time 
to time you do have a mechanization program going on, and probably 
it builds up a little bit, which could have conceivably cut overhead 
costs 4 

Mr. Anprews. Yes, sir. 

Senator Dirksen. Is that being carried forward, and is there an 
increasing use of mechanical devices and tabulating machines? 

Mr. Anprews. I can’t say we have actually implemented that pro- 
gram. The reason we have not is very simple. Number one, it takes 
a long time to find out exactly what your needs are and what kind of 
equipment you want to use. 

No. 2, at the present time, the whole field of office equipment is 
undergoing a terrific change. 

For instance, I foresee the time not too far distant when the old 
orthodox method of debit and credit accounts on a sheet of paper 

called a ledger sheet is probably going to be out the window, and all 
accounting might be done by storing up the information in electronic 
machines. Now, you could see where a thing of that kind could save 
us a tremendous amount of money, because we have a terrific book- 
keeping problem in every district ‘office, not to mention our regional 
offices and our national headquarters. 
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So I can foresee the time when we will be able to perform our book- 
keeping and budget control, as well as the control of taxes assessed 
and paid, by electronic machines. Such a system might save millions 


of dollars. 


ILLINOIS CASE CITED 


Senator Dirksen. The other d; ay we discussed on the tele phone, you 
will recall, the rather awkward and unfortunate situation in Gales 
burg, Il. 

Mr. Anprews. Yes, sit 

es Dirksen. | certainly would not want to spread it on the 
record, but I do want to ask one question : Have there been other ocea 
sions where that sort of thing has happened ¢ 

Mr. Anprews. There has; and it may be on or off the record. 

Senator Dirksen. It appeared in the press, of course. 

Mr. Anprews. I can understand how there might be disagreement 
over the action taken in that case. However, let me point out that the 
Director had tried out every device under the sun to bring the tax- 
payer to account without success. He had even called the Illinois 
Commerce Commission and asked what they thought about it, and he 
was told that the commission had no interest in the matter of the 
seizure. 

Subseque ‘ntly it seems to have developed that the people in the com 
munity would be just as happy if somebody else ran the service. 

Phat is the way that thing stands. 


COLLECTION OF WITHHOLDING TAXES 


Let me point out to you—and I was going to discuss this later, but 
since you asked the question it is a good point, I think, at which to 
mention it—the particular item involved there is one with which we 
are having an unusual amount of trouble, and that is the payment over 
to us of trust funds that have been collected by employers in the form 
of withholding taxes. The delinquencies in the amount of unpaid 
taxes of that sort are increasing and they are worrying us a great 
deal. 

They are worrying us not because we don’t think we can provide 
adequate means of collecting it because we can. But the problem 
that bothers us is: What do you do when you have a situation of that 
kind and find that the alternative to getting that mone y ise losing up 
the man’s shop, or the alternative to closing his business, putting it 
the other way, is patie wr the collection of the tax. 

That is a problem I have discussed with the Secretary a number of 

mes. We know it is a problem and we are trying to find the answer 
to it. Just as I said here awhile ago, in the case of the bus company, 
here was a case where this money was withhel ld from the salaries of 
the people t] at worked for that company. It was unfortunate that 
they were closed up precipitously, even though the Director had tried 
every means in the world to collect the money, for two reasons: No. 1, 

threw all the people that worked: for that company out of work; 
No. 2, it deprived the community of bus service. 

On the other hand, we have to look at the thing this way: This 
money was money that was withheld from the salaries of those em- 
ployees. Now, those employees had paid that money, sure. But that 
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is only a secondary aspect of the payment. The people who had really 
paid those taxes were the bus riders of that community who had paid 
the revenues out of which those salaries were paid and out of which 
the taxes were deducted. 

So here we are confronted with a situation where the taxpayers of 
Galesburg are, in effect, going to have to pay that bill twice if we do 
not make that man pay. 

We are concerned with that particular problem. We are trying to 
find the answer. We haven't got it yet, but we are dealing with each 
case as it comes up until we do find an overall pattern that we can 
follow. 

I do not think that we ought to ever close up any business that we 
can possibly keep running, and we won’t do it, I assure you. 


INSPECTION SERVICE 


Senator Dirksen. Before we get around to the figures that you 
probably want to insert in the record and discuss a little bit, you might 
tell us a little something about the inspection service. 

Mr. Anprews. Our inspection service is a service that I am sure you 
would probably understand perfectly, being from Illinois, where the 
stockyards are operated by large corporations—I might say that my 
first full-time job was as a meatpacker, and the first time I ever saw 
an auditor was a traveling auditor who came around from district 
headquarters to check the books of the branch. 

Now, that is precisely what our inspection service is. That is one 
aspect of it. They are our internal auditors. They are the people 
who examine the offices to see that the integrity of accounts is being 
maintained, that the procedures of maintaining the offices are being 
faithfully followed. 

On the other side, in the second division of that setup, is the security 
aspect of it, which constitutes a group of men who are assigned to 
assure that the integrity of the individuals and the loyalty of the 
individuals in the service are maintained. 

The inspection service is not a part of the operations in the sense 
that it is subject to the authority and control of the people down 
the line, but rather, it is responsible to the Commissioner, his deputy, 
and directly to his regional commissioners. 

In other words, the service has its own independent inspection of 
these offices, that looks over the accounts of the collectors, the auditors, 
the appellate staff, and everybody else, to see that the service’s policies 
are properly carried out. 


ENTRANCE SALARIES OF ENFORCEMENT AGENTS 


Senator Dirksen. Getting back for a moment to the 1,000 additional 
agents that you contemplate, how will their entrance salaries into 
Government service compare with those in the other law-enforcement 
agencies of the Government, like the FBI? 

Mr. Anvrews. Unfortunately, I have to tell you that they don’t 
compare too well. I think I am correct in stating that a person enter- 
ing the service of the FBI in their investigative activities, goes in at 
grade 9. The best we can do is enter them at grade 7. 

Of course, that puts us at a disadvantage. 
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Senator Dirxsen. Is that a difficulty that stems from action by 
the Civil Service Commission in giving them that grade? 

Mr. AnpreEws. No, sir; I don’t think so, Frankly, I think we can 
probably cure this, as far as getting help from the Civil Service is 
concerned. But our problem, of course, will be that if we raise these 
men to a proper grade, then we may find ourselves confronted with 
a need for considerable increase in our appropriation. 

But I feel personally that if the entrance salary was raised, un- 
doubtedly we would get a higher grade of people to start. 


COLLECTION OF GAMBLING TAX 


Senator Dirksen. Mr. Commissioner, now can you tell me a little 
something about what has happened in the collection of the gambling 
tax over the country that the Congress put on the books not too long 
ago? 

Mr. AnprEws. Senator, that is not a very inspiring story. We have 
to review a little history on that. 

You will remember that when the excise tax on gambling and the 
gambling tax stamp law were passed, it was estimated that there was 
some $400 million of potential revenue in it. I can tell you that it 
has not come within a mile, or a thousand miles, of that amount. My 
recollection is that last year the total intake receipts were about 
$10,475,000. 

In other words, that was about 214 percent of what was originally 
estimated. 

Of course, there are reasons for that. One reason is that no funds 
were ever provided for the enforcement of that law, and that law 
presents, in my opinion, a far greater enforcement problem than our 
income-tax law, because gambling is sort of instinctive, I guess, and 
most everybody is a bit of a gambler at heart, in one degree or another. 
And so it becomes a nationwide problem. It is not confined to one 
area. It may be more intensive at one place than at another, but it 
means that to enforce the gambling tax law we would have to have the 
equivalent of a police force in every community in America, and, very 
frankly, I am not sure that even if you had such a force that the re- 
ceipts would justify the cost. 

Senator Dirksen. The force might cost more than the revenue 
derived / 

Mr. ANprews. It would cost almost as much. You would not get 
the 15- to 20-to-1 return that we get from the activities in the income- 
tax field by any means. Obviously, not having been given any money 
to enforce this law, the Revenue Service has had to use existing funds 
for such enforcement as they have been able to undertake, and there- 
fore have had to reduce our activity in other fields where the return 
would have been far greater. 

Consequently, we are suffering from it. I don’t know what to do 
about it unless you repeal the law. But there is nothing in our budget 
to provide for any great activity in that field. 


EXCISE RETURNS 
Senator Dirksen. I see you put the excise returns on a quarterly 


basis. 
Mr. Anprews. That is right, sir. 
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Senator Dirksen. And you anticipate that that will save probably 
as much as $5 million. 

Is there any other field where probably a similar stretchout will save 
some money and also save some work for the Internal Revenue 
Service? 

Mr. Anprews. We expect, frankly, that program to eventually 
develop into an annual return rather than a quarterly return. In 
other words, the shift from a monthly to a quarterly return was just 
the first step in what we hope will eventually put the excise-tax returns 
on an annual basis. That, of course, will save consider ‘able money. 

The 5 million figure you spoke of is 5 million returns, not $5 million. 
Obviously, the less paper we have to process and the more money we 
save, and the less paper the taxpayer has to handle, the more he 
saves, too. 


RETURNS ELIMINATION PROGRAM 


You asked if there were other things we propose to do to save money 
That brings me to our returns-elimination program about which you 
heard. 

Briefly stated, that program is this: About 35 million salary and 
wage earners In America, who have no other income and who want to 
take the standard deduction, would be relieved of the necessity of 
making a return. We already know, from reports made by employers, 
how much the ts iXpaye rs’ income is and how much tax has been with 
held from them. Therefore we only have to know two other things to 
calculate the tax ourselves and save these people the necessity of 
making a return. 

One, we have to find out whether or not they want to take the stand- 
ard deduction. If the av don’t w ant to take it, ‘of course, they will have 
to make a return. The other is, we will have to know how many 
dependents they claim. That information can be provided by a simple 
change in some of the existing papers already filed. 

So that we will have in our possession all the factors necessary to 
enable us to determine whether we owe each of those 35 million tax 
pi ivers money, or the ay owe us money. 

By coordins ating our efforts with the Social Secur ity Board, we can 
give them all the records that they want for their purposes, and, at 

the same time, as a byproduct, determine whether we owe the t taxpayer 
money or he owes us money ; if we owe him money, he will get a refund 
check by the same operation, and if he owes us money he gets a bill. 
That would save us and the Social Secur ity Board a net of around $22 
million a year; which is very nearly 10 percent of our budget. 

That is just another ex: imple of the attack that we are m: aking upon 
reduction of overhead and unnecessary direct operating cost in order 
to live within the framework of a reasonable budget figure and do a 
better job with the dollars that we have. 


COMPROMISE TAX CASES 


Senator Dirksen. As you know, Mr. Commissioner, the staff did 
make some investigation over a period of time of some of the com- 
promise cases that involved a liability in excess of $5,000. I think 
there were 463 of those compromise cases submitted by the Bureau in 
summary form. 
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Mr. Anprews. They were old cases, I believe. 

Senator Dirksen. Yes, I believe it should be said in fairness and 
with proper deference for the fact that these were cases under the 
prior administration. 

My understanding is that out of compromise cases involving 
$18,524,919, that settlement was effectuated aggregating $5,087,737 ; 
which would be about 28 cents on the dollar. Is that correct? 

Mr. Anprews. The figures are substantially correct. And I might 
say, Senator, in the light of what I personally know about the methods 
of assessments in many of those cases, that that return, in my opinion, 
was a pretty good one. 

You know very often when you get into a situation where no return 
has been filed at all, or a fraudulent return has been filed, you are con- 
fronted with such a lack of records that you have to estimate income. 
And very frequently you find yourself confronted with the running 
of the statute of limitations on a case; in such a case an assessment 
would be made in an amount that they were pretty certain was going 
to more than cover the tax really due. 

In other words, there were a lot of what I would call summary assess- 
ments, not necessarily based upon provable fact. In addition to that, 
many of these things involve fraud, and under the policy adopted by 
the Service and with the Department of Justice, once that is discovered, 
the case goes to the Department of Justice for prosecution, and the 
‘ivil action is suspended until the criminal action is disposed of. Of 
ourse, by the time you get to the point where you can begin civil 
iction, fre quent ly the ‘re aren't any assets. 

Consequently, you are freque sntly confronted with a situation where 
you had a terrific assessment and you have to be satisfied with a very 
small settlement because there just isn’t any more money there. 

Senator Dirksen. You are satisfied that after examination of all 
these canes, looking at and for every possible asset, determining 

vhether there was any concealment of assets, or not, that you got what 


you thought was the maximum dollar under those circumstances / 


Mr. Anprews. I can only say that I am satisfied as to those that we 
have compromised. We certainly look into those cases very carefully, 
ndeed, and I know I have been sometimes very reluctant to sign a 
compromise agreement where the amount of recovery was extremely 
small. 

And yet when I looked into it I find that in one case there was over 

$500,000 assessment and we recovered only around thirty-five hundred 
or four thousand dollars. But I found on investigation that the 
assessment was very high in the beginning, and, in the second place, 
in order to get $3,500 or $4,000, we had to take a part of the man’s 
wife’s assets. 


ACCOMPLISHMENTS 


Senator Dirksen. All right, Mr. Andrews, we will go on with your 
figures. You mentioned something about some figures you wanted to 
recite for the record. 

Mr. Anprews. Senator, what I wanted to do is make a general 
statement by way of indication to you of what we are doing. 

Last year we came before you with hopes and aspirations. We 

‘ould only tell you what we hoped to do. I can tell you that this year 
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there have been some very definite accomplishments that turned the 
tide and we are on the way to getting things in order. 

I will give you some figures on that in just a moment. 

I want to say to you, however, before I do that, that I don’t want 
you to mistake any optimism I may show in expressing myself as an 
indication that we think we are out of the woods or over the hump, 
because we are not. We still have a lot to do before we have all our 
problems solved. 


But we are on our way. Here are some of the things I would like 
to point out to you. 

On the Ist of July, after we had been here just a little under 5 
months, we came forward with a proposal, which we put into effect, 
by which we began to implement the so-called reorganization. 

The first thing we did was to reduce the number of regions from 
17 to 9. That saved quite a good deal of money and made for much 
better management as well as a better organization. 

Of course, it takes a little time to get a new thing like that going, 
but I was rather pleased by the results for the second quarter. 

I want to give you some of them. For instance, in the second quar- 
ter after we had made these changes and started under the new policy 
of implementation of the reorganization—that is, the period from 
October to December—-the number of man-days of effort actually 
applied to the examination of tax returns was increased by nearly 
6 percent. 

The number of field examinations was increased by nearly 8 per- 
cent. 

The additional assessments of tax, interest, and penalties were in- 
creased by just a little over 5 percent. 

The number of cases that were settled on appeal were increased 171/, 
percent, getting rid of some of the backlog that we inherited. 

The number of tax cases disposed of by the Tax Court was increased 
38 percent. So that the docket of the Tax Court at the present time, 
as I recall it, is 3,000 cases lower than it was July 1 last year. 

The number of prosecutions recommended on account of fraud was 
increased nearly 32 percent. 

In the alcohol tax field the quantity of mash seized increased 23 
percent, the number of arrests 8 percent, and the number of stills 
seized 414 percent. 


ILLICIT MANUFACTURE OF DISTILLED SPIRITS 


Senator Dmexsen. Would you take those latter figures to mean 
there is definitely an increase in the illicit manufacture of moonshine 
as distilled spirits? 

Mr. Anprews. No, sir; I do not think so. I believe that it must 
be stated, to be frank, that perhaps the situation in the New York 
or Philadelphia areas is probably not any better and may be getting 
a little worse, but we do not intend to let it stay that way. 

We have plans to increase the enforcement effort in that area and 
apply that under better control. 

he other big area of difficulty with the alcohol tax laws is, as you 
know, in the southeastern part of the country. We think we do have 
that under control. There are some spots where it is bad, but definite 
steps are being taken to clear that up. 
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I would say, therefore, that at least to a slight degree, and I think 
better than that, the results that I have given you here are the results 
of better administration of the law. I think we are doing a better job 
in that field than we were doing on the Ist of July last year. 

I think we are doing a better job today than we did during the 
second quarter. 

In other words, in spite of the fact—and this gets now back to the 
income-tax field a little—in spite of the fact that the first quarter of 
the calendar year, which would be the third yee since we changed 
things over from ‘Janu: ary to March of this year, I am confident that 
we are going to show a continuation of these deter results. I believe 
that by the 1st of July we are going to have figures that are going 
to be really impressive. 

I think some of these are, as a matter of fact. I believe by the Ist 
of July, the fourth quarter, we are really going to show some 
figures that are most interesting. 


TOBACCO-TAX SITUATION 


Senator Dirksen. What are the tobacco cases you get? Are those 
tax evasion cases ? 

Mr. Anprews. The tobacco situation from my point of view is not 
too serious. That is under pretty good control. Most of the tobacco 
tax evasions are in the field of cigar manufacturers. 

Senator Dirksen. How closely are you monitoring the cases that 
go to the Attorney General’s office, to the Tax Commission 

Mr. Anprews. You mean for criminal prosecution ? 

Senator Dirksen. You will follow through on the cases that are 
messaged over ? 

Mr. Anprews. We work closely with them. When we send them a 
case for prosecution it figuratively passes out of our hands. I think I 
would not be immodest in saying that the successful outcome of that 
case depends on the cooperation that we can give in bringing indict- 
ment and prosecution of it. 


COOPERATION OF OFFICE OF ATTORNEY GENERAL 


Senator Dirksen. You are satisfied with the kind of cooperation 
that you get from the Attorney General’s Office with respect to prose- 
cution of the cases that go over? 

Mr. Anprews. Yes, sir. 

Senator Dirksen. You see, 4 or 5 or 6 years ago, and even before 
that, there was a good deal of criticism. I remember some of it in the 
days when I was on the Subcommittee on Treasury over on the House 
side, that there was an accumulation of cases, and there for reasons 
one need not comment on at the present time all too little was being 
done. 

Now, you are satisfied, however, with your own follow through that 
this thing is on a satisfactory basis and that you are getting vigorous 
cooperation over there? 

Mr. Anprews. Yes, I do. I think we are getting a dynamic handling 
of the cases in the Chief Counsel’s office, where, of course, they must 
be reviewed before they go over to the Department of Justice. 

I think we are getting a dynamic handling of them in the Depart- 
ment of Justice. 
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Let me give you an illustration of what I mean by that. Just within 
the last few days I have had an illustration of how the Department of 
Justice is working. A district attorney from what I would say isa 
hot district came in to see me and told me some of the kinds of cases 
that he thought existed in his district, and he would like for us to give 
them a little special attention in order that he could get them before 
the court. 

Now, that indicates pretty high-grade cooperation, when they are 
coming to us that way, and let us know they want to give us every 
possible cooperation. I am happy about it. I haven’t heard anybody 
say they are unhappy about the cooperation we are getting. 


MONITORING TELEPHONE CONVERSATIONS 


Senator Dirksen. Now, I have to ask the $64 question, because it has 
been asked in nearly every case, 

Do you monitor the telephone calls that come to your office from 
Capitol Hill? 

Mr. Anprews. Not only do I not monitor them, sir, but orders have 
been issued by the Secretary of the Treasury that no one is to monitor 
calls. 

Senator Dirksen. I can say to you, for myself, Mr. Commissioner. 
that I have lived in a goldfish bow] so long that there is nothing to 
hide. But I do think it isa rather amazing thing. Sometimes such 
invidious implications can come out of a telephone call. When I 
served on the Senate Banking Committee there was a great to-do, 
you remember, about calls from House and Senate to the Reconstruc- 
tion Finance Corporation. 

I won’t be a bit surprised if perhaps my name had shown up in 
that list, but they compiled a list to indicate that evidently all calls, 
all memoranda had been submitted, and it was submitted’ on a con- 
fidential basis to the Senate Banking Committee. 

I don’t know how in the world you ever serve your constituent if 
somebody frankly calls you from out home and says, “Look, I have 
an application for a little loan pending down there and it is just life 
and death. Can’t you call them up and see what can be done?” 

Now, if there is any immoral implication in that sort of thing, 1 
wouldn’t know what it would be. 

I think, of course, there is an ethical line beyond which one should 
not go. But on the other hand, it is a rather hideous practice to think 
that we are living within the frame of a free Government where there 
is So much monitoring and so much surveillance and that you get the 
overtones of a police state. 

I don’t see how you can function, as a matter of fact. There are 
about 2,000 letters a day that hit my office now. My peak, I think, 
was 16,000 letters a day. The inquiries cover every subject under 
the sun. 

I know of nothing to do except have my assistants call here and 
call there. I get to make only a few calls. 

That liaison and that friendly esprit de corps has to be maintained 
between agencies and bureaus and the executive branch and the legis- 
lative branch because I feel our work would fall down and fail if it 
were not so. 
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Mr. Anprews. I would like to say, for myself, since you brought 
this question up, that I didn’t give this as a reason awhile ago why I 
didn’t have telephone calls monitored, but really one of the main 
reasons is that I don’t see any need for it. 


CONGRESSIONAL TELEPHONE CALLS 


My situation is this: I can speak only for myself. I know that a 
great many other calls go to people in our service from Congress and 
from other places. I feel that I can probably speak for them, too. 
I certainly speak for myself. 

Nobody ever asks me to da anything that I shouldn’t do. 

Kvery now and then this will h: uppen: A Congressman or Senator 
will call me about a compl: uint from a constituent. Let us say it is a 
criminal case and the Congressman or Senator will be very much ex 
ercised about it yr se from what he has heard it sounds like we are 
pretty bad people, | yut whenever that has happened and I have gotten 
hold of the facts and told the Congressman and Senator, “I can’t tell 
you all I know about this case, but if I were you I would stay as far 
away from this thing as I could,” that has always ended it. 


LATE FILING 


Senator Dirksen. Is late filing a basis for a compromise? Do you 
recognize late filing ? 

Mr. Anprews. Late filing involves only a penalty and interest. We 
cannot compromise interest, but we can compromise penalty. 

Senator Dirksen. Because the staff did come on some cases and | 
was not clear as to whether or not it involved only penalty or it in 
volved the compromise of the penalty. 

Now, I have only one other suggestion to make. First of all, Sen 
ator Kilgore did tell me before I left the floor a moment ago that you 
go over this record pretty carefully and you feel free to delete those 
things that you think should be t: ake an from the record in the course of 


that executive session. 
Mr. Anprews. Yes. 


COURSE IN PUBLIC MANNERS SUGGESTED 


Senator Dirksen. Then I make this one suggestion and I do hope 
and I say it without for a moment being invidious either by imp ylication 
or otherwise, that when you get your Internal Revenue Service Acad- 
emy started, and ] think frank ly it is a good thing, that among the 
other courses that they take, that they take a course in public manners. 

Now, that is not said as a reflection upon anybody in the Bureau, but 
I think you have proe ly the most sensitive agency in Government 
insofar as public l elations are conce srned because nothing can so excite 
spleen and anger on the part of our people than to have a little bout 
with the Federal man who comes to take a look at the tax returns, 
to see if it was properly made out, whether he paid all the taxes. | 
think mueh can be done in that field. 

Of course, there will c hardened offenders, 1 understand. But I 
think people can be great emissaries of good will, if they approach 
their respon sibilities not o1 ily with restraint. but with manners. 
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I came to the conclusion years ago that manners had sort of gone out 
of the Government. I am afraid, also, and I do not exclude myself 
when I say there is a tendency to get just a little captions. Sometimes 
it is fatigue; sometimes it is haste; sometimes it is the fact there is 
heavy work burden, but I do believe we have an extraordinary respoi 
sibility there to be sure that we never forget this is still the Government 
of the people, they own it and we just work for them down here. 

When they come on we must exemplify the ultimate in manners 
because I think it will pay off in great dividends of respect and sweet 
dispositions between people in the Government. 

Mr. Anprews. I am glad to hear you say that, Senator, because | 
feel the same way myself. 

And while I have been kidded a little about. it, I remember I wrote 
a letter to our people when I came in here, meet them witha smile. If 
you smile you are apt not to say anything you ought not to say. We 
constantly remind our people that they are the servants of the people 
and not their masters. 

Therefore, they must deal with them in a cooperative capacity. 

I wish you could see our grassroots mail from people who have had 
plenty of encounters with the Revenue Service. When I went in 
there we rarely got a word of praise from anybody. Today we rarely 
get a word of condemnation. 

We work on the basis we have to be decent and show good manners 
in dealing with people. We try to do it in every way in the world 
we can. We are a sensitive organization. There are 52,000 of us 
scattered in every community in : this country and 1 man can give us 
a black eye in a community. 

We have to watch that carefully. At the same time we have difficult 
problems. Frankly, right now I am very seriously concerned, for 
the first time since I have been Commissioner about some of the types 
of evasions that we are encountering and the frequency of them. I 
still think that the American people are distinguished by an unusually 
high degree of voluntary compliance with their revenue laws, but 
there is also some tendency to try to circumvent those laws. 

We look at the situation this way: That while it is true our job is 
to collect taxes, at the same time a much more important job that we 
have, as I see it, is to prevent these circumventions from becoming 
socially acceptable to the point where we get the revenue laws in the 
same shape that the prohibition law got into before it broke down 
and our revenue laws break down, too. 

That is our big job, and that is a job we are trying mighty hard 
to do. 

Senator Dixsen. I frankly recognize, and I think everybody else 
does, the vagaries of the situation, and certainly you cannot throw a 
sponge at a man when he deserves a brickbat. 

But it is with reference to the little people as we sometimes think 
of the modest taxpayer who can get so terribly incensed if he thinks 
he is being harassed a little. 

I think there is a pleasant way of extracting the necessary debt 
from his pocket that he owes to the Government and leave a reason- 
ably sweet taste. 

Mr. ANpDREws. 


I hope you have seen some improvement in that 
respect. 
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Senator Dirxsen. I think there has been. 

Mr. Anprews. Thank you, sir. 

Senator Dirksen. Have you anything else to offer for the good 
of the order ? 

Mr. Anprews. I don’t believe so. 

Senator Dirksen. Fine. 

We will conclude at this point. That concludes the hearing on the 
[reasury. 

I think we have a few other items that are only modestly related 
to Treasury operations. 

(Thereupon, at 5:25 p. m., Thursday, March 25, 1954, the com- 
mittee recessed, to reconvene at 2 p. m., Monday, March 29, 1954). 
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MONDAY, MARCH 29, 1954 


Unrrep Sratres SENATE, 
SUBCOMMITTEE ON THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Everett McKinley Dirksen, presiding. 
Present: Senators Dirksen, Maybank, and Magnuson. 


TREASURY DEPARTMENT 
Export-Import Bank 


STATEMENTS OF MAJ. GEN. GLEN E. EDGERTON, MANAGING DIREC- 
TOR; LYNN VU. STAMBAUGH, DEPUTY DIRECTOR; WILSON L. 
TOWNSEND, VICE PRESIDENT AND GENERAL COUNSEL; ARTHUR 
M. ANDERSON, ASSISTANT TREASURER; AND FRANK J. WALSH, 
CHIEF, ACCOUNTS DIVISION, EXPORT-IMPORT BANK OF WASH- 
INGTON 


ADMINISTRATIVE EXPENSES 


Senator Dirksen. The subcommittee will come to order. 

General Edgerton, I know you have a statement you want to make. 

General Epcrerton. Yes, sir. 

Senator Dirksen. This is with respect to your request for an allow- 
ance of $1,070,000 for administrative expenses. 

General Epcertron. Yes, sir. I have with me Mr. Stambaugh, Mr. 
Townsend, Mr. Anderson, and Mr. Walsh, who will answer any addi- 
tional questions if need be. 

Senator Dirksen. And you will tell us why there is a reduction 
of $46.000. ; 

General Epcrerton. Yes, sir. 

Senator Dirksen. All right. But first I will place into the record 
rarious statements and tables that have to do with your operations. 


The statements referred to follow :) 
ExpPort-IMPporT BANK OF WASHI 


LIMITATION OF EXPENSES 


Not to exceed [$1,116,000] $1,070,000 (to be computed on an accrual basis) 


f the funds of the Export-Import Bank of Washington shall be available during 
the current fiscal year for all administrative expenses of the banl nceluding 
services as authorized by section 15 of the Act of August 2, 1946 (5 U.S. C. D5a) 
Provided, That necessary expenses (including special services performed on a 
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contract or fee basis, but not including other personal services) in connection 
with the acquisition, operation, maintenance, improvement, or disposition of 
any real or personal property belonging to the bank or in which it has an 
interest including expenses of collections of pledged collateral, or the investi- 
gation or appraisal of any property in respect to which an application for a 
loan has been made, shall be considered as nonadministrative expenses for the 
purposes hereof.” 


ADMINISTRATIVE EXPENSES 


Out of funds available to the bank there is required to take care of adminis 
trative expenses for the fiscal year 1955 the amount of $1,070,000. The total 
expense represents only 114 percent of estimated gross profits for the fiscal year. 

As set forth in the first section of this presentation, there is a continuing 
increase in the workload of the bank which develops from several causes. As 
new credits are established in the regular course of the bank’s business, they of 
course represent additions to the existing portfolio and to the workload of loan 
administration in all its aspects. In the past couple of years a new factor has 
entered the workload picture, namely, the responsibility for financing the produ 
tion abroad of strategic materials which are critically necessary to the defense 
program. Added to these developments is the fact that the geographic scope of 
the bank’s activities has been constantly broadening. The bank now finds itself 
actively concerned in 48 countries in Latin America, Western Burope, the Middle 
East, Africa, the Far East, and the Southwest Pacific. Then there is the further 
development wherein the program of war risk and expropriation insurance on 
United States goods abroad was added to the bank’s functions by Public Law 
30 of the 83d Congress. 

A workload that never reflects itself in statements of loans outstanding is 
that represented by loans which are not made, that is, the cases of disapproved 
applications. In these situations at least as much time of staff members is 
spent in the exhaustive study of the projects involved as in the cases where 
applications are approved. 

In the management of the funds entrusted to it the Bank deems it essential 
to provide sufficient administrative controls to assure the best use of such funds 
and to minimize risks of nonpayment of principal and interest. The bank 
nevertheless continually endeavors to function with all possible economy without 
sacrifice to efficiency and effectiveness. The need for maintaining the highest 

degree of care in making and administering loans cannot be overemphasized 
when considered in the light of contemplated lending transactions during the 
fiscal year 1955, estimates for which indicate disbursements and collections of 
approximately $873 million and loan commitments of nearly $3% billion on the 
books of the bank on June 30, 1955. 


Comparision of budget for administrative expenses 
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BupGETARY AUTHORIZATION SCHEDULES General Epaern 
x % ERT 
does not require a 
allowance to pern 
that purpose. T 
Authorization to expend from public debt receipt expenses for fisea 
isons aialighie te oileee $1, 460, 798, 775 . 4 cent of estimated 

’ ‘ 10 $1, 448, 563, OR1 $1, 391. 689 : 
, 301, 689,78: FI posed for next ye: 


{mounts available for obligation 


1953 actual 1954 estimate 1955 estir 
Yoo eStimat 


Balance available in sut 
I ibsequent yea ‘i > 

sie I 1, 448, 563. O81 1, 391, 689, 781 L. 458 O08 

ligations incurred during the : 4 . » 1S ae ; 
the year (net) ! 2 aon ene tetesliT cae This is a subst: 
X Figures represent net commitments for t ought to be made 
itments for the year (obligations, le as 
year (obligations, less repayments and reductions) ities placed on th 
ions). 


Analysis of ex eT 1 t of the bank will 
seabitelileaincecdibil at, the expense of 
a l to its operations 

ctual | 1954 estimate 1955 estimat The bank will 

etitinatl tiie lending to fulfill 
Outstanding leans, di , ursed by agent banks, reimm $911, 874,381 | $791,345, 921 | $664, 245. 9 financing of the 

m by Export-Import Bank on demai 9,226,844 | 32. 990.' matter of prude: 

bine lpacemes were tions, start of Sa be unforeseen dem: 

ior j 1 dur - aa nae oi year 151, 101, 225 R94 226. 916 — ‘ . «< 

a | 2 235, 604 | 88.873 300 | oe STP lieves that a reas 
meeustabankia a oan abe eee | eatina tan cae be held in reser 
‘336, 919 | 772,336,919 | 834. 430 O19 vary from time 

current needs ar 





I » 
*, VOU, OOO 108, 873, 300 | —128. 417. 000 
the } 
ee oe ou 195; $165,100,000: 9 ‘ ; wanton a , k can rea 
tir tae _ It is estimate 
strative expenses by objects $1 billion of the 
uncommitted. 
eR estual ch nena settennte| eeeheditenes Loan disburs 
Obiect classtiiees million which 
Tota ments estimates 
oa sitions 141 141 vile paid by borrow 
139 ial . indicating a cé 
million estimat 


erage salary... oe D Although th 
Crafts, protective, and cust . GS-4 oo ($6, 507 amount of $88 
: during the cur 


A were 
A e grade $2, 828 9 QF . 
ePC-33|  CPe33 OPC: tering a perio 
Permanent j , new loans will 
Part-time and temporary positions. = $805, 450 $865, 600 looking forwal 
: aye ‘ nt ab ve b r te ; mi : 400 : at fiscal year 195: 
ea rned over leave taker 7. 78 = 1,500 ing fund basis 
ray a sve 909, 864 916, 350 884. 0 
enn one ve oe 54, 100 17. OOM 
Penalty mail 10, 578 12, 300 11000 Funds of th 
Siieatien aeil vermiedoatas i sgt 100 1, 20 made availabl 
deataicnetet 6,916 (= 103,600 entire capital 
oo 3, 100 20 and directed 


! ind materials 11,110 m ay . 
oud eauthemnaes 10, 75 “8, 500 a amount not 
See Soceaial 1, 067, O84 1, 131 = -- — anes im 
Net accrued administrative ex wen ot , “S 00 = rv The 
ative expenses__- 1, 044, 779 1. 116. 000 _ sources. ne 

1, 070, 000 future than 1 


42711—54 








TREASURY AND POST OFFICE APPROPRIATIONS, 1955 383 


General Epeerron. Provision for the bank’s administrative expenses 
does not require an appropriation but merely the establishment of an 
allowance to permit the use of a small part of the bank’s earnings for 
that purpose. The bank is requesting $1,070,000 for administrative 
expenses for fiscal year 1955, This amount is approximately 114 per- 
cent of estimated gross earnings of $85,000,000. The allowance pro- 
posed for next year is $46,000 less than the current year’s allowance. 

This is a substantial reduction and it may prove to be greater than 
ought to be made in the face of additional functions and “responsibil- 
ities placed on the bank by the Congress, However, the management 
of the bank will make every effort to stay within the limitation even 
at. the expense of deferring or curtailing investigations of importance 
to its operations. 

The bank will continue conservative use of the funds available for 
lending to fulfill its basic purpose of facilitating and assisting in the 
financing of the export and import trade of the United States. Asa 
matter of prudent management and in order to be in a position to meet 
unforeseen demands of exceptional merit and urgency, the bank be- 
lieves that a reasonable portion of its lending authority should usually 
be held in reserve for that purpose. The amount of the reserve may 
vary from time to time depending upon appraisal of the urgency of 
current needs and the prospects for the future. 


UNCOMMITYTED FUNDS 


It is estimated that at the close of fiscal year 1955 approximately 
$1 billion of the $4.5 billion lending authority of the bank will remain 
uncommitted. 

Loan disbursements in 1955 are estimated at approximately $381 
million which are considerably less than the $512 million disburse- 
ments estimated for fiscal year 1954. Loan repayments plus interest 
paid by borrowers in fiscal year 1955 are estimated at $491.6 million, 
indicating a considerable increase in total receipts over the $377.5 
million estimated for fiscal year 1954. 

Although the estimates show a net budgetary expenditure in the 
amount of $88.1 million resulting from the operations of the bank 
during the current fiscal year, they also indicate that the bank is en- 
tering a period during which an important portion of the funds for 
new loans will be provided by repayments and interest earnings and is 
looking forward to a time in the near future, probably beginning i in 
fiscal year 1955, when the bank will be operating entirely on a revolv- 
ing fund basis. 

SOURCE OF FUNDS 


Funds of the bank derive from three sources: First, $1 billion was 
made available by the Treasury initially through the purchase of the 
entire capital stock of the bank; second, the Treasury is authorized 
and directed to purchase obligations of the bank in an aggregate 
amount not greater than 31% times the capital stock of the bank. 
Third, in lieu of borrowing funds from the Treasury, the bank may, 
with the consent of the Treasury, guarantee loans from private 
sources. The third source will be utilized more extensively in the 
future than in the recent past by obtaining the funds for new credits 
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in suitable cases from commercial banks and other private sources 
with repayment guaranteed by the Export-Import Bank. 

With defense production having passed its peak by fiscal year 
1955, considerable productive capacity should be released to other 
production. In this situation the Export-Import Bank can assist 
in maintaining desirable levels of industrial activity through increased 
aid to exporter credits. 

Participation in financing the development and expansion of foreign 
sources of strategic materials and materials essential to United States 
industry is distinctly a function of the foreign lending arm of the 
United States Government. The bank has done much in this field 
and is prepared to continue as future conditions may warrant. 


DEVELOPMENT PROJECTS 


Although the International Bank for Reconstruction and Develop- 
ment is well prepared to participate in financing the long-term devel- 
opment projects sponsored by member governments, some other 
development projects are expected to arise from time to time which 
require or warrant the assistance of the Export-Import Bank on 
account of their special importance to interests of this country. On 
a selective basis and in consultation with the International Bank, 
the Export-Import Bank will continue as in the past to give con- 
sideration to projects of that kind. 


INTEREST RATES 


Emphasis will be placed by the bank on private-capital participation 
in all lending operations. Much consideration has been given to 
the question of interest rates. It will continue to be the policy to 
keep pace with trends in interest rates. One important considera- 
tion in this policy stems from the purpose of the bank to obtain a 
maximum amount of participation of private capital in its loans. 
The bank is sensitive to the danger of creating added inducement 
to public instead of private financing if the rates charged by the 
public lending agency are below commercial rates. 

It has been the experience of the bank that some unforeseen emer- 
gencies arise almost annually to create demands on it for large 
commitments, such as balance-of-payments loans, of a kind that 
would not ordinarily be selected by the bank. A case in point is 
the recent $300 million loan to Brazil to enable that country to settle 
its dollar account. These loans are exceptional to the bank’s normal 
lending program. Although some may be necessary in the future, 
it is hoped that they may be few. 


PURCHASE OF SURPLUS COTTON 


In addition to the types of loans mentioned in the preceding 
paragraphs, it is expected that the bank will continue to make its 
facilities available to enable friendly countries to purchase surplus 
United States commodities like cotton. In the past these loans have 
proved to be of mutual benefit by providing a raw material needed 
for the industry of the borrowing country and at the same time 
relieving United States producers of surplus crops. 
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POSITIONS REQUESTED 


The bank has always prided itself on the economy and efficiency 
of its administrative management. The total number of permanent 
positions requested for fiscal year 1955 is 139, 2 less than for the 
current fiscal year. However, it may become necessary to make a 
supplemental request for a small increase in the staff because of the 
increased responsibilities imposed by Public Law 30, which authorizes 
the bank to issue insurance against war risks and expropriation of 
goods of United States origin owned by United States nationals and 
stored abroad. For the present the issuance of this insurance cover- 
age will be limited to cotton and cotton-mill waste. 

Effort is being made to avoid the necessity of increasing the staff 
for this purpose by making agency agreements with commercial insur- 
ance companies. Under these arrangements policies will be written 
by the companies for a fee to be paid to them out of the insurance 
premiums. Except in the event of world catastrophe, the insurance 
operation is expected to be self-sustaining. This will be a new func- 
tion for the bank, and only experience can determine whether it can 
be effected on a basis as economical as that now planned. 


FIELD INSPECTION 


In the current fiscal year and in fiscal year 1955 representatives of 
the bank will have to spend somewhat more time than heretofore in 
the field to inspect the work on projects financed in part by the bank 
and to investigate projects for which applications for loans are 
pending. 

It has been found more efficient and economical to perform such 
field work with personnel from headquarters than to maintain field 
offices in various parts of the world. It is pretty clear, however, that 
in the future greater emphasis must be placed on this type of follow-up 
and inspection. 


OUTSTANDING COMMITMENTS 


An increasing proportion of the bank’s time is spent in study and 
appraisal of applications which are ultimately rejected. For this 
reason the amount of new loans and the amount of disbursements are 
not a dependable measure of the bank’s workload. Likewise, the 
dollar amount of a loan gives little indication of the work that may 
be involved in appraising it. Experience has shown that the work of 
appraisal of an application and subsequent administration of the 
credit is often greater in the smaller loans than in the large ones. 
Nevertheless, some indication of the magnitude of operations lies in 
the fact that the bank currently has outstanding commitments in the 
amount of approximately $314 billion in 48 countries. 


FOA FUNCTION 


In addition to the bank’s functions under the Export-Import Bank 
Act of 1945, as amended, and its activities under the ‘Defense Pro- 
duction Act as mentioned heretofore, the bank acts as agent for the 
Foreign Operations Administration in connection with loans and 
guaranties under provisions of the Mutual Security Act of 1951, 
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Although the act provides that the bank shall be reimbursed for these 
services, experience of the past 4 years has proven that this arrange 
ment has definitely increased the general workload of the bank beyond 
the point that reimbursement is practicable. 

The budget request for fiscal year 1955 contemplates a slightly 
smaller force and less total expenditure than were allowed this fiscal 
year. There can be little doubt that the requested administrative 
expense allowance of $1,070,000 is not above the minimum required 
to manage and safeguard the $4.5 billion of public funds entrusted to 
the bank to administer. 

Senator Dirksen. General, fiscal year 1955 will probably be the 
first year that you operate without a board of directors; is that correct ? 

General Epcerton. Yes, sir. 

Senator Dirksen. I see you operated with that setup in the present 
fiscal year, 

General Epcrerron. Yes. 

Senator Dirksen. So there will be you, your deputy, and assistant 
managing director ? 

General Encertron. Yes, sir. 

Senator Dirksen. And T notice that you anticipate a rather sub- 
stantial diminution in loans for fiscal 1955. Your estimate is $381 
million against an estimate of $512 million in fiscal 1954. 

General Epcerron. That is right. 

Senator Dirksen. Will that be because of a control that will be 
imposed by the bank itself, or is this a nonvolitional thing? In 
other words, you have no control over it? You just anticipate there 
will be fewer applications for loans? 


BRAZILIAN LOAN 


General Encrrron. That is right. There was divided between this 
fiscal year and the last one the $300 million Brazilian loan that I 
spoke of. That was a very unusual type both in magnitude and char- 
acter. We do not anticipate another one like that for some time. We 
have had some like it in the past. 

Senator Dirksen. I wish you would give us a little detail on that 
because your justification sheet shows that it was made to settle the 
dollar account for Brazil. 

General Epcrrton, The reason for the loan was that a great many 
purchases had been made by the Brazilian Government, governmental 
agencies, and Brazilian concerns beyond their ability to pay currently 
in dollars. They had in Brazil a divided control of their foreign 
exchange business. The import licensing agent was not a part of the 
central bank so that many import licenses were issued beyond the 
capacity of the central bank to furnish the foreign exchange with 
which to pay them and after these accounts got old enough it became 
necessary for some sort of an austerity program to be initiated in 
Brazil to meet the unfavorable circumstances which had already 
arisen. If they had ceased to buy in dollars, there would have been 
a catastrophe in Brazil, and considerable disadvantage here; so it 
seemed to be desirable to finance the payment of these obligations over 
a period of years. So that while they were being repaid at least 
something approaching normal or, at any rate, the minimum of re- 
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quirements of the Brazilian economy would continue to be supplied 
from dollar countries, and that was the purpose of the loan. 


INTEREST RATE 


Senator Dirksen. What was the maturity and interest rate on 
them ? 

General Encerton. The interest rate is 3144 percent. The loan is 
payable in 2 years, in monthly installments, beginning in September 
of this year. That isa very short time. 

Senator Dirksen. September, 1954? 

General Epcerron. Yes, sir. 

Senator Dirksen. So repayment actually has not begun as yet? 

General Encrrron. No, sir. It became necessary for the Brazilians 
to institute better arrangements, which they did, partly as a require- 
ment of the loan, and after we had made the first disbursement or 
two, we were not too well satisfied with the manner in which the 
accounts were being paid and we asked them to discuss the matter with 
us, so they sent a delegation here and as a result of the discussions 
they proposed a new method for payment of the back accounts and 
at the same time we changed the program of the disbursements so 
that instead of disbursing in $60 million lots we disbursed in $30 
million lots, and at the same time, they disbursed a slightly less 
amount from their own dollar balances so as to clear up all arrearage 
and put them on a current basis not later than December 31. That 
they have accomplished and we think the loan has served its purpose 
well. 


ESTIMATED GROSS EARNINGS 


Senator Dirksen. I see you estimate your gross earnings at $85 
million. That goes back to what time? 

General Epcerton. For the year. 

Senator Dirksen. For 1 year? 

General Epgerton. Yes. That is the gross earnings. Of course, 
our administrative expense is small in proportion to the earnings. 

Senator Dirksen. What defaults have you had? 


DEFAULTS 


General Epcerton. As to defaults, we have had bad loans written 
off in the amount of $500,000 out of a total of $4,500,000,000. 

Senator Dirksen. You have written that off the books? 

General Epcertron. Yes. 

Senator Dirksen. Have you had any additional defaults that have 
not been written off ? 

General Epcerron. Yes, sir. We have a loan in default to the 
Nationalist Government of China which is in default to the extent now 
of, in round numbers, $8 million. 

Senator Dirksen. I have not gone back to reexamine the basic act, 
but do you have authority to retire your capital stock out of loans or 
not? 

General Epcerron. No, sir. 

Senator Dirksen. You pay over those into the United States 
Treasury ¢ 
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General Evcerron. We will pay over our carnings into the Treas- 
ury, all of them, whenever it beecmes apparent that we do not need to 
retain them in reserves for unfavorable contingencies. 


COORDINATION WITH INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 


Senator Dirksen. I wish you would amplify your observations 
here a litle concerning your relationship with the International Bank 
for Reconstruction and Development. How closely is your program 
integrated with theirs? 

General Encrrron. It is not really integrated, but it is coordinated 
quite closely. I undertake that coordination largely myself. We have 
a pronouncement bv the National Advisory Council as to the manner 
in which this coerdination shall be carried. that is, as to the effect to 
be produced by this coordination. It provides that the International 
Bank shall be the bank of first recourse for development loans of the 
government type; that the Export-Import Bank will consider loans 
of that kind when there is some special reason that the United States 
should make such a loan and when the International Bank is unable or 
unwilling to do so, All other loans are without particular reference 
to the International Bank except that in the countries which are 
members of the International Bank I undertake to see to it that the 
principal authorities in that bank know of each loan that we contem- 
plate, that we get their views as to any aspect of the loan on which they 
hold an opinion or have information, and the action then is taken by 
the Export-Import Bank in the light of whatever information we 
receive from them. That action is based largely on the principle that 
there is no information concerning any loan that we may have in mind 
or in contemplation that we would not like to have. 

We desire to consider every possible aspect of every loan and any 
contingent matter from any source whatever is desirable. 


PARTICIPATING MEMBERS 


Senator Dmxsen. How many countries are members and active 
participants now in the International Bank? Do you know offhand? 

General Epcerton. I think it is 55. 

Senator Dirksen. You mentioned 314 percent as the interest rate 
on that Brazilian loan. Is that the customary rate now? 

General Epcrrton. No. It would not be a bad rate now for that 
loan which is a short-term loan, government to government. It is a 
very good security, we think, and 314 percent was the proper rate at 
the time the loan was made. 

Senator Dirksen. You were making loans on a rather long-time 
basis, 30 years at about 25 percent? 

General Epcrrton. Yes. That is some time back now. The in- 
terest rates, you may recall, were firmed greatly last spring and our 
rates conformed. Actually, we make our commercial loans ai different 
rates up to maybe 6 percent depending on the character of the loan, the 
period of repayment, and our judgment of the amount of contribution 
it ought to make to our reserve fund. 
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LIMITATIONS UNDER PUBLIC LAW 30 


Senator Dirxsen. Is your first venture now under Public Law 30, 
the one that gives you authority to insure against war risks and ex- 
propriation, sort of a pilot operation limited to cotton and cotton 
waste ? 

General Encrrron. So far we have limited it to cotton and cotton 
mill waste. It is something of an experiment. There is no statistical 
basis for the premium rate. For example, what is the proper premium 
on insurance of that kind? However, also we were influenced by the 
fact that the principal proponents of the legislation were cotton grow- 
ers, and shippers, and it was felt that the greatest need was in the 
field of cotton. We anticipated there would be a large demand for 
the insurance and that maybe the limitation of $100 million to be out- 
standing at any time would operate to prevent our going into many 
other commodities. 

Senator Dirxsen. It is limited to commodities, not to capital invest- 
ment abroad ? 

Senator Maypank. No, sir; it was passed for capital investment 
abroad. I introduced the bill and it was not for cotton and cotton 
waste alone. It is true what the general has said, that primarily 
that is what we have used it for, but it was our desire in the banking 
committee, I say to my good friend who used to be on the committee 
some years ago, to get everything included. As a matter of fact, it 
was desirous to get automobiles insured and industrial developments. 

Senator Dirksen. I was thinking of maybe plant investment abroad. 

Senator Maypank. There was a long discussion between the Inter- 
national Bank and Export-Import Bank. Of course, we only own 35 
percent of the International Bank so we cannot tell them what to do, 
and they do a lot of things I do not approve of personally. 

Senator Dirksen. By way of background, I guess I sort of fathered 
the proposal in the first Marshall Plan Act to provide insurance for 

capital investments abroad on the theory that if you were up against 
a nationalizing tendency in some other country you could not very well 
induce private expenditures abroad if they though there was a risk 
of expropriation, for one thing, and, secondly, if they could not trans- 
fer their profits out of the country, and in case of depreciation reserves 
where they had to send over here for additional equipment, they found 
they just could not divert it into dollars and get it done, but I do not 
think it has worked out very satisfactorily from the reports I have 
seen. Whether somebody has been working at it or not, I would not be 
in position to know. 

Senator Maypanx. May I interrupt here? 

Senator Dirksen. Yes. 

Senator Maysank. As I recall your reference on the Marshall plan 
my thought would be that unfortunately the insurance program got off 
to a slow start. We passed it and then there was quite a little : argu- 
ment as to who was going to handle it. 

General Epegrerton. Yes, sir. 

Senator Maypank. And it gotaway. Iam not suggesting what the 
general should do as I think he has done pretty well, but being con- 
servative as to spending the taxpayers’ money, I think if they “could 
get these things in the insurance business and get these exports out 
of this country we would be better off. 
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EXPROPRIATION AND WAR RISK INSURANCE 


Senator Dirksen. General, let me ask: What other commodities are 
included here? They would, of course, have to be storable commodi- 
ties for one thing. 

General Epcerton. Yes. 

Senator Dirksen. And the insurance is directed mainly against 
storing them abroad where ownership has not 

General Ep¢rrron, This is only for commodities that move in or- 
dinary commercial trade, the movement of which is not to be impeded 
because of lack of this insurance protection for shippers who like to 
ship on consignment or otherwise hold a title after the product 
reached the foreign country. They can be protected against ex- 
propriation and war risk, 

Senator Maypanx. It is not limited to any one product. 

General Epcerton. Not limited. 

Senator Mayganx. The only limitation is $100 million. 

General Eperrton. You are quite right, and there is no reason 
why we cannot insure any property that moves in ordinary trade. 
We are studying that especially on account of comments you have 
made at previous hearings. 

Senator Maynanx. I regret that it took so long to put it into effect. 
It is no fault of yours. They had an argument as to who was going 
to handle the insurance and it ran approximately from February to 
September before they made a decision, as I recall. 

General Epcerton. From May to October. 





INSURANCE PREMIUMS 


Senator Dirksen. What premium do you charge, General? 

Mr. Watsu. Ten cents per hundred dollars for 30 days. 

Senator Dirksen. Ten cents per $100 of valuation for 30 days? 

General Epcerton. Yes. 

Senator Maysank. Can we put one thing in the record? All of 
the insurance companies of this country so far as I know approve of 
this. 

General Encerton. Yes. There is no competition with any insur- 
ance company and in fact we are writing it through the regular insur- 
ance channels. One of the precepts of the bank is to follow the regular 
channels in all its business. We have not written much. We think. 
though, that when the new cotton year comes along there will be a 
greater demand. 

Senator Maysanx. I come from a Cotton State and I am not going 
to belittle the people in my State or in Texas either, but I wish you 
would get some people in this thing and get something in this besides 
cotton. That was never my intention because I talked to you about it 
when you came down here for confirmation. 

General Epcerron. That is right. 

Senator Maysanx. I am not going to say anything more. I just 
wanted the record to show—and I believe that the general with all his 
ability has done a good job—that we should get some other things 
in here besides cotton. 
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General Epererron. I would like to say also for the record that 
while we have had a number of inquiries, we have not found a very 
strong demand for this insurance in other kinds of commodities. 

Senator Maysank. Senator Capehart went all over South America 
and he believes, as I do, about the Export-Import Bank, that you 
are doing a good job, and we want to help you. ‘That is what Senator 
Capehart, Senator Bricker and Senator Frear said. I might suggest, 
with all due consideration and appreciation of you, that you take the 
initiative on this, get down to the South American countries, and see 
what you can do. 

Senator Dirksen. You say there is no great manifestation of inter- 
est with respect to other commodities ? 


PURCHASE OF SURPLUS FARM COMMODITIES 


General Engerton. We have not had much urging to issue policies, 
along the line of other commodities. 

Senator Dirksen. What applications are pending and what appli- 
cations have you received from friendly countries to buy some of our 
surplus farm commodities, including cotton, of course ¢ 

General Epgerton. We have not received recently any except cot- 
ton. 

Senator Dirksen. What about this program that we wrote into the 
Foreign Operations Administration bill last year? We made funds 
available. Are you in that picture at all? 

General Epcerron. No, sir. I am not well informed on it either. 

Senator Dirksen. Do you have applications now for the purchase 
of surplus commodities of the United States ? 

General Encrerton. No, sir; we have no actual applications before 
us for the purchase of any commodity. We have some indication that 
there will probably be queries again on cotton. 

Senator MayBank. We give away the surplus. 

General Epcrerron. And that is the reason. I do not think we have 
much concern in the FOA operation. 

Senator Maysank. I am speaking about wheat for India and wheat 
for Pakistan. Instead of buying it through the bank it was given 
away. 

General Epeerton. That is right. 

Senator Dirksen. Of course, General, the countries would be par- 
ticularly interested in the purchase of any surpluses we have that 
might provide the raw material for their own industries. 

General Eperrton. Yes, sir. 


NEGOTIATIONS FOR COTTON 


Senator Dirksen. You have negotiated with Japan about cotton, I 
think. 

General Encerton. Yes, every year for 2 or 3 years, and with Spain 
and Austria, and other countries as well. 

Senator Dirksen. Generally speaking, now, what is your loan pic- 
ture so far as the Orient is concerned? You remember I raised that 
question last year because I was very much interested in fortifying our 
position somewhat out there. 

42711—54_—26 
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General Epgrrron. Of course, we do not have anything in Com- 
munist China, nothing in Korea, and nothing in Japan except a $60 
million cotton loan although we did have a case in which an applica- 
tion was first made to us for the sale of power equipment to Japan. 
That loan was made by the International Bank by mutual agreement. 
It was satisfactory to us so long as the purposes of our act were 
accomplished. We are glad to have it done with the Internationa! 
Bank funds, which are relatively unlimited, and save ours, which are 
limited, for projects which we alone can do. We have some loans in 
the Philippines and some applications under consideration there. We 
have a rather large commitment to Indonesia, definite as to the total 
amount but indefinite as to some of the projects. They have to come 
up with projects that are bankable, sound, and good for the country ; 
and when they do we will allocate from what is earmarked for them 
funds for the projects adopted. 

Senator Dirksen. How much of that has been disbursed ? 

Mr. Watsu. $44 million. 

Senator Dirksen. That has actually been disbursed ? 

General Enerrron. Yes. 


OTHER RAW MATERIALS INVOLVED 


Senator Dirksen. In addition to cotton what other raw materials 
are now involved in your program because you do have authority, of 
course, to assist the national security in the defense program wherever 
possible ¢ 

General Encerron. Yes, sir. Mostly they are on the other half of 
the circuit; that is to say, they are loans for the development of raw 
materials that we need either for strategic purposes or industrial and 
commercial purposes in this country. We do not have any applica- 
tions pending for a loan for the purchase of our commodities or raw 
materials at the present time. 

Senator Dirksen. You might amplify just a little your relationship 
with the Foreign Operations Administration. I see you do a little 
work forthem. You act as their fiscal agent, I take it. 


RELATIONSHIP WITH FOA 


General Encerton. Yes. Most of their funds are utilized in grants, 
but the loans that they make they ask us to make as their banking 
agency. We offer what suggestions we think are pertinent, but in the 
main the responsibility for the selection of the project and the deter- 
mination of the amount is theirs. Then we make the loan agreement in 
consultation with them and administer the loan for them, but always in 
consultation with them with respect to any important matters outside 
the terms of the agreement. We make their guaranties the same way. 
They have guaranties of convertibility exchange that they are author- 
ized to issue to American interests abroad to be sure that if they make 
a profit they can get the money out again. They pay on an insurance 
premium basis. They pay small premiums for that protection and we 
administer the agreements. Then we have the Technical Cooperation 
Administration, point 4 advances that they make as loans. We do that, 
We think it is very sound, not that we are looking for more business, 
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but we think it is very sound to have the loaning business conducted 
through one agency r: ather than to have a good many. 

Senator Dirksen. You mentioned that you have $3.5 billion in com- 
mitments to 48 countries. How much of that do you have disbursed 
as of the most current report ¢ 

General Encerron. I cannot give you the exact figure. 

Senator Dirksen. Just give us a round figure. 

General Encerron. It is in the neighborhood of $2.8 billion and the 
balance is in process of disbursement or in some cases the loan agree- 
ment is not yet executed. Actually, the bank has disbursed in its 
whole existence about $4.5 billion, of which about $1.75 billion of 
principal has been repaid. 

Again, I am giving you very round numbers. 


APPLICATIONS REJECTED 


Senator Dirksen. How many loan applications are you called upon 
to reject because to you and your staff they appear an unsound ven- 
ture ¢ 

General Epcrrron. It is very difficult for me to give you a proper 
answer to that because it depends on what is designated as a loan appli- 
cation. We get inquiries. We get poorly founded inquiries and well- 
pion cert inquiries. We get ap »plic: ations poorly prepared and appli- 

‘ations well prepared, so there is a wide range. At any point that we 

“an, when we are sure that the bank is unable to act, we advise the 
ap plicant that there would be no use in furnishing further informa 
tion on the case. Some of the inquiries are so slight as to constitute 
merely a telephone conversation. If you counted all as applications, 
I would say we would probably reject a couple of applications a day. 
Would that be too much ? 

Mr. StrampavGn. No. 

Senator Dirksen. Of all kinds? 

General Epcrrron. Of all kinds. With respect to those that reach 
complete and final form, the percentage of rejection is pretty small 
because we have ordinarily disposed of them before they have reached 
that point. It is really quite a difficult task for the ordinary applicant 
to make out an application and furnish us all that we need to know 
before we can approve a loan, but we try to weed applications out in 
the stage of consideration as soon as we are sure. 

Senator Dirksen. You are asking for no language change this year, 
General, except this $46,000 less than you have for fiscal 1954? 

General Epgerron. That is right. 

Senator Dirksen. Did you request more or less from the Budget 
Bureau for this item / 

General Engrrron. We requested more but they induced us to try 
to get along with this amount. We are prepared to try. 

Senator Dirksen. Notwithstanding the interdiction that the Budget 
Bureau places on Federal agencies, now that I have asked the question, 
you are free to tell me how much more you asked for. 


ORIGINAL BUDGET REQUEST 


General Epcrerron. We asked for $40,000 more. 
Senator Dirksen. $40,000 more? 





TREASUR) 
394 TREASURY AND POST OFFICE APPROPRIATIONS, 1955 


any other lendin; 
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General Epcerron. Yes, sir. 
Senator Dirksen. That is $40,000 in excess of the $1,070,000 allow- 


ance ? 

General Eparerton. Yes, sir. 

Senator Dirksen. And the House, of course, has allowed you the 
amount you requested ? 

General Epcerron. Yes, sir. 

Senator Dirksen. Of course, this is a limitation not an appropria- 
tion. Have you anything else to tell us, General, that you think we 
ought to know with respect to your operations? 

reneral Epcerton. No, sir; I have no particular information. Since 
my statement was prepared, which was before the beginning of the 
year, there have been several developments that might be of interest 
to the committee. 
CARACAS CONFERENCE 


One was, of course, the Caracas Conference at which the Secretary 
of State clarified the position of the bank considerably because there 
was a misapprehension, I think, in many Latin-American countries 
that the Export-Import Bank had changed its policy, that there was 
no longer going to be any long-term lending or any lending for de- 
velopment projects, and the Secretary cleared that up. There has 
been no change in policy. There has perhaps been some change in 
emphasis, possibly a little more conservative scrutiny of the loan apple 
cations than there used to be, but certainly nothing to be considered 
a policy change. 

Senator Dirksen. These are just allegations that were made at the 
Caracas Conference ? 

General Epnerrron. That is right. It just got around through vari- 
ous channels that there was a substant ‘a change in policy and I think 
the Secretary’s statement did much to dispel that misunderstanding. 
It will probably be followed by applications for loans of various kinds 
that had been withheld because it was thought that they could not be 
considered favorably. 


PROPAGANDA REGARDING EXPORT-IMPORT BANK IN SOUTH AMERICA 


Senator Maynank. General, whom do you think put out the propa- 
ganda about the bank in South America? 

General Epcrrton. My information is that it was largely through 
one of the private newsletters. 

Senator Mayrank. Did you figure out what was back of that 
private newsletter ? 

Do not answer that if you do not care to, because I think I can 
figure it out myself. 

General Encrrron. I do not believe I know. 

Senator Maysanx. They sort of blackmailed the Export-Import 
Bank in South America to the extent that they said your policies were 
completely changed, and you did not want to make loans. Am I 
wrong in that statement ? 

General Encerton. No; I do not think you are wrong in that. I 
think that was the impression that was given out. 

Senator Maysank. As a matter of fact, you are more welcome in 
South America, in my judgment—I know a little bit about it—than 
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any other lending agency of the Government outside of a few com- 
mercial banks. The South American people like to deal with you, 
Am I wrong on that? 

General Eperrron. I believe they do. I think the bank’s record 
is very fine, and I can say this with no immodesty, because I had 
nothing to do with it. I think the loans of the bank have been a 
great benefit to those countries. 

Senator Maysank. And the countries appreciate it. 

General Epcrertron. Yes, sir. 

Senator Maysank. The impression was spread about that you were 
changing your policy, and you were not going to make any long-term 
loans, and so forth. 

General Epgrrron. Yes, sir. 

Senator Maypank. And that was only done to hurt, not you, not the 
bank, but the United States. 

General Epcrerton. Yes. 

Senator Maypank. With the South American neighbors 

General Epneerton. Yes. 


TREASURY PAYMENTS 


Senator Dirksen. What is the spread between what you have to 
pay the Treasury and what you get? 

General Epcerron. What we pay the Treasury varies. It is now 
114. On short-term we pay 114. ‘The Secretary of the Treasury is 
authorized to fix the rate and he fixes the going rate as established | by 
the free market on comparable securities. Then we add an amount to 
take care of our administrative expense, the amount involved in this 
hearing. Itis pretty small. Then we have usually added an amount 
which we thought measured the risk, to provide a contribution to our 
reserve fund sufficient to build it up adequately, and possibly a little 
more in order to keep current with the current rates in commercial 
markets so that we would not be giving an added inducement to bor- 
rowing from the Government. 

Of late we have a formula fixed by the National Advisory Council 
which takes all those factors into account and we can practically com- 
pute the precise interest rate we expect. 


GUARANTEED PRIVATE LOANS 


Senator Dirksen. What is the aggregate of the loans which you 
have guaranteed with respect to private sources ? 

General Epgrrron. We have only one really. That is the Japanese 
cotton at $60 million. We have just begun that policy. One of the 
main objects is to save the cash impact on the budget, but it also has 
a corollary objective of considerable importance in inducing the par- 
ticipation of private bankers even if they do not take very much of 
the risk. We are in hopes that they gradually will take more and 
more of the risk. 

Senator Maenuson. General, I'am sorry I was not here for the 
first part of your statement. I want to ask some questions that have 
probably been answered. You are operating at a profit now’ 

General Epcrerron. Yes. 
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Senator Magnuson. Despite the fact that maybe you have had some 
small percentage of the loans that have not been as good a loan as you 
thought at the time you granted it? 

General Epcerron. The number and amount is pretty near insig- 
nificant as compared to the total loans. 

Senator Magnuson. Did not that type of loan which you people 
make average about the same percentage as the normal banking in 
stitution. It is bound to have some impact. 

General Enerrton. Oh, yes. 

Senator Maenuson. Are you over or above that? 

General Encerron. I suppose we are about on the beam. As to the 
amount of the losses that we have written off, I did make an explana 
tion earlier in the hearings. 

Senator Magnuson. Despite that you are still in the black ? 

General Epcerton. Yes. We have only written off $500,000. 

Senator Maanuson. Let me ask you another question: When an 
application comes in you normally scrutinize it as to the ability to 
repay naturally ? 

General Epgerron. Oh, yes. 

Senator MaGnuson. You look at the economic future of the project. 
Do you also have a criteria as to whether or not, because of the loan 
that you put into operation, a type of business or an enterprise might 
become directly competitive with us? 


INDIRECT COMPETITION 


General Engrrron. Yes. We do not knowingly neglect to consider 
any aspect of the loan, including the far-reaching effects. 

Senator Macnuson. I mean there is always some indirect competi- 
tion at any time that will help somebody economically ? 

General Epeerton. Oh, yes. 

Senator Magnuson. If it falls in the direct category you scrutinize 
that very carefully ? 

General Encerron. Yes. 

Senator Magnuson. Because that would be a type of lean that even 
though it might be repaid with interest it could be criticized ? 

General Encerron. That is right. We do not want to do that 
exactly, but we have in that connection a type of application for ex- 
porter credits in which a sale can be made by a United States manu- 
facturer of substantial equipment only if we can give more time than 
he can obtain from commercial sources. His allegation is, and can 
sometimes be substantiated, that foreign competitors are offering with 
governmental assistance credit of that kind. 

Now the question comes: What would you do if the industries’ 
building in the foreign country is competitive with ours? Would 
you make the loan and help the American exporter make this sale? 
Would you decline to make the loan and let the French or Germans 
or British make the sale? 


CRITICISM OF FOREIGN-AID PROGRAMS 


Senator Macnuson. The reason I asked the questions is because 
there has been considerable criticism of all types of foreign-aid pro- 
grams, that all we are doing is building up competitors and the chick- 
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ens then come home to roost. But I do know that you people down 
there pay much more attention to direct results of building up indus- 
try when it is in direct competition—there is always some—or whether 
or not it might be a two-way street for us to sell as much as comes 
back. 

General Eneerron. Yes. Also sometimes it might be of consider- 
able benefit to all the industries except the one who meets the compe- 
tition to have the economy of the foreign country improved. It is 
a very difficult problem. 


PREDOMINANT LOANS 


Senator Maenuson. What is the predominant type of your loans, 
a loan for construction purposes mainly, or a loan to establish financial 
conditions or export credits? 

General Epnererton. They have varied greatly through the life of 
the bank depending somewhat on the international conditions. At 
the present, of course, the preponderant amount in money are the 
two kinds, the commodity loans and the arrearage loans to Brazil, 
but generally I would say that the heavy industries, either as exporter 
credits or as loans for the development of projects, have taken the 
major part. 

Senator Magnuson. Do you make any agricultural loans for the 
development of agriculture in a community for the purchase of 
machinery or new methods? 

General Encrrton. Oh, yes. 

Senator Dirksen. Anything more, Senator ? 

Senator Maenuson. No, thank you. 

Senator Dirksen. General Edgerton, if that is it, we thank you. 

General Encrrton. Thank you very much. It is a pleasure to be 
here. 


Reconstruction Finance Corporation 


STATEMENTS OF KENTON R. CRAVENS, ADMINISTRATOR; LAU- 
RENCE B. ROBBINS, DEPUTY ADMINISTRATOR; DOUGLAS S. 
WILSON, CHIEF, FINANCIAL ANALYSIS AND REPORTS DIVISION ; 
AND H. T. MASON, BUDGET OFFICER 


LIQUIDATION 


Senator Dirksen. Now, Mr. Cravens, will you and your associates 
come forward ? 

Mr. Cravens, we have before us a liquidation operation here and 
I see by the committee print that a limitation of $3,630,000 has been 
set for the administrative activities of RFC in the liquidation process, 
but that does not include that $50,000 in civil defense. 

Mr. Cravens. That is correct. 

Senator Dirksen. That would be in addition ? 

Mr. Cravens. That would be in addition. 

Senator Dirksen. You have a statement here and I presume we 
can put that in the record, Mr. Cravens, if you like, or you may 
read it. 
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Mr. Cravens. I thought possibly, Mr. Chairman, that because it 
is a liquidation operation you would probably like to put it in the 
record and then let me address myself to any questions you have. 

Senator Dirksen. Fine. Suppose we insert it in the record and 
then you highlight the statements somewhat. The record will also 
show certain material presented to the committee in connection with 
the liquidation. 


(The material referred to follows :) 


ADMINISTRATIVE EXPENSES OF LIQUIDATING THE RECONSTRUCTION FINANCE 
CORPORATION 


Not to exceed $8,630,000 (to be computed on an accrual basis) of the funds 
derived from Reconstruction Finance Corporation activities (except those con 
ducted under Section 409 of the Federal Civil Defense Act of 1950), shall be 
available during the current fiscal year for administrative expenses incident to 
the liquidation of said Corporation, including use of the services and facilitics 
of the Federal Reserve banks: Provided, That as used herein the term “adminis- 
trative expenses” shall be construed to include all salaries and wages, services 
performed on a contract or fee basis, and travel and other expenses, including the 
purchase of equipment and supplies, of administrative offices: Provided further, 
That the limiting amount heretofore stated for administrative expenses shall 
be increased by an amount which does not exceed the aggregate cost of salaries, 
wages, travel, and other expenses of persons employed outside the continental 
United States; the expenses of services performed on a contract or fee basis in 
connection with the termination of contracts or in the performance of legal 
services, and all administrative erpenses reimbursable from other Government 
agencies: Provided further, That the distribution of administrative expenses to 
the accounts of the Corporation shall be made in accordance with generally 
recognized accounting principles and practices. 


EXPLANATION OF LANGUAGE CHANGES 


The proposed language to authorize administrative expenses of liquidation of 
‘Reconstruction Finance Corporation is essentially the same as that included in 
prior years for the Corporation. The former language has been modified (a) to 
provide the Treasury Department with authority previously vested in Recon- 
struction Finance Corporation to make such expenditures, contracts, and com- 
mitments as will be required to carry out the liquidation program, and (b) to 
exclude from such authority activities conducted under section 409 of the Federal 
Civil Defense Act of 1950. Authorizing language for the Civil Defense loan 
program is provided separately in the President’s Budget. 
There are no other substantive language changes. 


Administrative expenses 


Authorization for 1954 (Public Law 207)___- 
Deduct : 

Allocations to production programs to be trans- 

ferred to agencies to be designated by the Presi- 


$9, 500,000 
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Analysis of decreases in estimates 
i I innit dinate ania icciis nen eect ermal cecs ait adenine taihiaaain $6, 615, 000 


Estimated decreases : 





1. Discontinuance of lending authority $435, 000 

2. Decreased workload in loan administration_-— 590, 000 

3. Liquidation of World War II programs 175, 000 

4. Reorganization and centralization of activities 1. 785, 000 
—— 2,985, 000 
eee. BOT mice tinier daittiniiciintine italiane wanes ecaiibeamean natin 3, 630, 000 


Analysis of changes *n total program costs (including expenses not under limitation) 


Under Not under mm 
limitation limitation Potal 
Lending: Estimate 1954 : $6, 153, 000 $132, 000 $6, 285, 000 
Decreases 
1. Discontinuance of lending authority 435, 000 7,000 442, 000 
2. Decreased workload in loan administration 590, 000 590, 000 
3. Reorganization and centralization of activities 1, 753, 000 1, 7528, 000 
Estimate, 1955 as 3, 375, 000 125, 000 3, 500, 000 
Liquidation of World War II assets and liabilities (including 
Smaller War Plants Corporation): Estimate, 1954. -. 385, 000 25, 000 410, 000 
Decreases 
1. Decrease in workload . 175, 000 | 15, 000 190, 000 
2. Reorganization and centralization of activities 25, 000 | 25, 000 
ED, | TEE... nan ccniitiadiiniennitiipncmipindimeiaiaiitibiitints 185, 000 10, 000 195, 000 
Expenses distributed to capital accounts: Estimate, 1954__- 77, 000 98, 000 | 175, 000 
Decreases 
1. Reduction in reimbursable services performed for 
borrowers 38, 000 38, 000 
2. Discontinuance of services performed for other govern- | 
ment agencies o " 60, 000 60, 000 
3. Reduction in purchases of new equipment pninciemet 7,000 | 7, 000 
Estimate, 1955-- a 70, 000 | 70, 000 


Comparison of budget for administrative expenses by object class, fiscal years 1958, 
1954, and 1955 

















Actual Estimate Estimate, : 
> “2 ’ aan Decrease 
1953 1954 1955 
1 
Under limitatior 
Personal services $9, 840, 431 | $5, 432,000 | $2,866,000 | $2, 566, 000 
rravel 186, 310 180, 000 150, 000 | 30. 000 
rransportation of things 34, 875 50, 000 15. 000 | $5, 000 
Communication services 164, 023 122, 000 75. 000 | 47, 000 
Rent id utility services 844, 655 513, 000 268, 000 245, 000 
Printing and reproduction 21, 016 20, 000 15, 000 | 5, 000 
Fees for other professional services 29, 314 25, 000 25, 000 
GAO audit expense 89, 407 142, 000 125, 000 | 17, 000 
vices performed by other agencies 6, 819 27, 000 20, 000 7, 000 
her contractual services 59, 475 58, 000 | 45, 000 13, 000 
Supplies and materials 50, OR2 28, 000 21, 000 7, 000 
Equipment 1, 169 7, 000 7, 000 
Refunds, awards and indemnities 425 1, 000 1, 000 
Taxes an sessments 6, 592 5, 000 4, 000 1, 000 
Unvoucher 5 000 5, 000 
Total administrative expenses under limitation 11, 334, 593 6, 615, 000 3, 630, 000 2, 985, 000 
Not under limitation: 
Reimbursement of expense from other Government 
agencies 46, 339 60, 000 60, 000 
Expenses incurred outside United States 38, 089 | 35, 000 35, 000 
Legal fees 373, 120 160, 000 100, 000 60, 000 
Total not under limitation _- 457, 548 135, 000 120. 000 
Total administrative expenses 11, 792, 141 6, 870, 000 3, 765, 000 3, 105, 000 
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{nalysis of administrative expense budget, by programs, fiscal years 1953,1954 and 1955 


{Dollars in thousands} 


Actual, 1953 Estimate, 1954 Estimate, 1955 Decrease 
Man- Man- Man- Man- 
years Amount years Amount years Amount years Amount 
ending 
Personal services 1,645 $9, 339 917 $5, 107 471 $2, 712 446 $2, 396 
Other expense 1,519 1,178 788 390 
Total 1, 645 10, 858 O17 6, 285 471 3. 500 146 2, 785 
Liquidation of World War II 
issets and liabilities (includ 
ing Smaller War Plants Cor 
poration 
Personal serv ices sv 479 59 319 24 151 $f 168 
Other expense 211 i 44 47 
Total xv 690 59 410 24 195 35 215 
Expenses distributed to capital 
weounts 
Personal services... 12 78 15 st § 32 10 »2 
Other expense 166 91 38 53 
Total 12 244 15 175 5 70 10 106 
ptal 
Personal services 1, 74¢€ 9, 896 99) 5, 510 500 2, 895 191 2, 615 
Other expenses 1, 896 1, 360 870 490 
otal 1, 74¢ 11, 792 991 6, 870 500 3, 765 Ay) 3, 105 


STATEMENT OF KentTON R. CRAVENS, ADMINISTRATOR, RECONSTRUCTION FINANCE 
CORPORATION 


Mr. Chairman, members of the committee, the budget which you are consider- 
ing this afternoon is the first to reflect the effects of the Reconstruction Finance 
Corporation Liquidation Act. It seems appropriate, therefore, to begin these 
remarks with a review of the steps which have been taken to carry out the 
provisions of that act. 

The Corporation’s authority to make new loans was terminated at the close 
of business September 28, 1953. Our activities since then have been devoted to 
liquidation of RFC’s assets and the winding up of its affairs. 

The RFC Liquidation Act directed that the functions of making and servicing 
civil defense loans authorized by section 409 of the Federal Civil Defense Act 
of 1950 be transferred from RFC to the Secretary of the Treasury. The transfer 
was made effective September 28, 1953. Civil defense loan activities are not, 
therefore, included in the budget for liquidation of RFC. However, it should be 
pointed out that when the Treasury-Post Office Subcommittee of the House Appro- 
priations Committee was holding hearings on the 1955 budget, the request for a 
$50,000 limitation on administrative expenses for the civil defense lending fune- 
tion was inadvertently omitted. The authorization for these expenses should 
have been included in the bill you are now considering. Since I am administering 
this program as Special Assistant to the Secretary of the Treasury, I am prepared 
to discuss the separate budget requested for this purpose, if you so desire, Mr. 
Chairman. 

The RFC Liquidation Act also provided that the functions of making defense 
production loans under title III of the Defense Production Act be transferred 
from RFC. By Executive Order No. 10489, the President transferred these func- 
tions to the Secretary of the Treasury, effective September 29, 1953. 

The act further provides that the programs for production and sale of synthetie 
rubber, tin, and abaca fiber are to be transferred from RFC. The President will 
designate, before June 30, 1954, the agencies to which these programs will be 
transferred. 

Under the provisions of the RFC act, administration of the Corporation and 
liquidation of its remaining assets will become the duty of the Secretary of the 
Treasury after June 30, 1954. 
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On next June 30, there will be two groups of assets whose final liquidation will 
be carried on by the Secretary of the Treasury. The largest of these, in terms of 
dollars, will be the assets acquired in the conduct of RFC’s lending programs. 
The other group consists of the assets remaining from certain activities under- 
taken by the Government during World War II. 

On June 30, 1953, the assets related to the lending programs were carried on 
the books at $640 million. In addition, there was $131 million outstanding in 
loan commitments and agreements to purchase deferred participations in loans 
made by private financial institutions. (These figures do not include $279 million 
in loans and commitments made under section 302 of the Defense Production 
Act.) It is estimated in the budget that the lending-program assets to be trans- 
ferred to the Secretary of the Treasury for liquidation will amount to $408 
million. We can now confidently predict that the amount actually on the books 
next June 30 will be substantially below that figure. 

For the past several months, the staff of RFC has been concentrating on two 
programs to dispose of its marketable business loans. In the first of these, 
dealing with the larger loans in the portfolio, RFC representatives have been 
traveling throughout the country, interviewing borrowers and reviewing their 
financial and operating records. They are guided by a basic policy to work out 
the borrowers’ problems, and to help arrange financing with private lending 
facilities wherever possible. Both borrowers and bankers have been most co- 
operative in this effort, and many arrangements have been consummated whereby 
the Government’s investment in these larger loans has been retired through pri- 
vate refinancing. Negotiations are still underway in many other cases which are 
also expected to result in favorable conclusions. 

In another effort to realize upon marketable business loans, RFC officials and 
bankers have undertaken a special study of the smaller loans. This study has 
resulted in the plan under which banks and other investors will purchase a major 
interest in the Corporation’s smaller loans. The loans involved number approx- 
imately 2,850, with an aggregate unpaid balance of about $75 million. The objec- 
tives of this plan, from the Government's point of view, are (1) to eliminate the 
cost of administering these loans, (2) to return immediately to the Treasury a 
substantial amount of the Corporation’s investment, and (3) to restore normal 
relationships between individual borrowers and their banks. 

As with business loans, we have also been endeavoring to work out arrange- 
ments to dispose of RFC’s other holdings. 

The RFC still holds some $77 million of railroad obligations. Negotiations 
to realize upon these are continuing between RFC, railroad management groups, 
and interested financial institutions. 

The Corporation has also undertaken to dispose of its securities and com- 
mitments to finance public works projects undertaken by local governmental 
units. Some of these have been sold, with a substantial recovery of the Gov- 
ernment’s investment, and negotiations for the sale of others are underway. 

Although we have made great progress in disposing of RFC’s marketable 
assets, there are some holdings for which immediate disposal cannot be ar- 
ranged. Included among these are the loans and commitments made to disaster 
victims, the loan to the Republic of the Philippines, the guaranteed home mort- 
gages taken over by RFC from its former subsidiary, the RFC Mortgage Com- 
pany, and the purchase money mortgages acquired in the liquidation of Defense 
Homes Corporation. I have recommended to the Bureau of the Budget that, 
pursuant to the Reorganization Act of 1949, the President consider the de- 
sirability of transferring these to other agencies in the Government now han- 
dling the administration of the same or similar functions. 

The other program to be transferred to the Secretary of the Treasury next 
June 30 relates to the liquidation of the assets of terminated World War II pro- 
grams. Including the assets of the Smaller War Plants Corporation, the total 
unliquidated assets of this program amounted to $18 million at the end of fiscal 
year 1953. These assets consist primarily of accounts receivable and leased 
manufacturing facilities. By next June, it is estimated that the value of the 
remaining assets will have been reduced to $13,650,000, and further reduced 
to $9,700,000 by the end of fiscal year 1955. 

As presented in the budget, liquidation of the RFC programs, which are to be 
administered under the Secretary of the Treasury beginning next July 1, will 
result in net receipts of $132 million in fiscal year 1954, and net receipts of 
$173 million in fiseal year 1955. 

A limitation of $3,630,000 has been requested on the amount of the Corpora- 
tion’s funds to be used for administrative expenses in the liquidation of RFC’s 
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assets during fiscal year 1955. The comparable expenses for fiscal year 1954 
are estimated as $6,615,000, 

The decrease of $2,985,000 in the amount of the limitation requested is the 
result of these factors: 

1. The expiration of the Corporation’s authority to make new loans; 

2. The decrease in the number of outstanding loans and commitments to be 
administered by the Corporation’s personnel ; 

3. The decrease in the workload connected with the liquidation of assets re- 
maining from terminated World War II activities ; and 

4. The economies which will result from reorganizing operations to administer 
the remaining assets from a central office in Washington. 

As you know, the Corporation has been maintaining a field organization in 
eight regional offices. Before the start of fiscal year 1955, the characteristics 
of RFC’s remaining functions will be such that the field offices can be closed 
and liquidation of the remaining assets administered from Washington. This 
move will permit a comprehensive reorganization under which it will be pos- 
sible to effect substantial economies in the liquidation of the remaining assets, 

The House of Representatives Committee on Appropriations recommended that 
the limitation on funds to be used for administrative expenses of the Corpora- 
tion in fiscal year 1955 be reduced from the $3,630,000 requested in the budget 
to a round figure of $3,500,000. 

I can assure you that when the work attendant upon the remaining cleanup 
operations in RFC has been completed, the annual rate of expenditure for ad- 
ministration of the remaining RFC functions will be far below the amount pro- 
jected in the budget However, beginning next June 30, the Corporation must 
close the books on its last year of operations as a going agency. Under the 
law, there are certain basic records which must be organized and preserved. 
Some of these records are now scattered among the Corporation's field offices, 
which are to be closed. The Corporation’s furniture and equipment must be 
sold. 

These things cannot be accomplished overnight. However, I assure you that 
this Administration will continue to carry out the liquidation of RFC as ex 
peditiously as possible, in accord with both the letter and the spirit of the RFC 
Liquidation Act. Furthermore, I intend to see to it that the Corporation's ex 
penditures for administrative purposes are reduced as expeditiously as possible. 

In the liquidation of any organization, it is difficult to predict the amount 
of effort which will be required to complete what might be called windup 
activities. We know that there will be many expenses incurred in activities 
of this type during fiscal year 1955 which will not be repeated after the Cor- 
poration has settled down to the liquidation of its remaining assets 

It is certainly safe to say that the $3,630,000 requested in the budget will be 
sufficient to cover the administrative expenses for all of the Corporation's activ- 
ities to be carried out in fiscal year 1955, including the costs of the program 
which I have recommended for transfer to other Government agencies. I can 
also say—and I wish to emphasize this—that, no matter what limitation is 
placed on administrative expensese by the Congress, every effort will be made 
to hold the Corporation’s expenditures to the smallest amount possible. 


PROGRESS OF LIQUIDATION 


Senator Dirksen. Obviously the members will be very much inter- 
ested in the progress of the cee of RFC. How much has 
been disposed of tne assets that were available when they came to your 
very competent hands and how is your package loan sale program 
going generally throughout the country. Then, of course, you have 
some matters here relating to defense production. Those have been 
transferred to the Treasury, of course. 

Mr. Cravens. Yes. 

Senator Dirksen. Are you administering those for Treasury ? 

Mr. Cravens. I am administering them as Special Assistant to the 
Secretary of the Treasury. The RFC is the agency designated to do 
the mechanical work, that which relates to section 302 of the Defense 
Production Act and civil defense loans under section 409. 
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Senator Dirksen. Then, of course, you have that item of produc- 
tion of rubber, tin, and so forth. 

Mr. Cravens. Rubber, tin, and abaca fiber. 

Senator Dirksen. Suppose you tell us a little about your general 
program for the liquidation of the things that were in the RFC port- 
folio, securities, property, and so forth. 


FUNDS INVOLVED 


Mr. Cravens. I will just touch slightly on them. On June 30 
of last year we had roughly around a billion eight hundred million 
of Government funds in programs that we were administering. If 
you take depreciation off of that, in the case of our rubber-producing 
facilities, and our tin smelter, and abaca plantations that would come 
down to about a billion four hundred million. Of that a billion one 
was in lending and the balance was in the three production programs. 

Senator Dirksen. A billion one in lending? 

Mr. Cravens. Yes. 

Senator Dirksen. In other words, you had paper to show for the 
billion one, to market if you could? 

Mr. Cravens. Yes. 

Senator Magnuson. Is that the total of outstanding loans ? 

Mr. Cravens. Total loans and commitments. 

Senator Magnvson. Commercial loans? 


PRODUCTION PROGRAMS 


Mr. Cravens. No; there are all kinds of loans and securities. I 
will discuss those in detail after I touch on the three production 
programs. In the case of rubber, as you know, the Rubber Disposal 
Act was passed last year and the Disposal Commission of three mem- 
bers is actively operating pursuant to the terms of that act. 

Senator Dirksen. Mr. Pettibone, of Chicago, is the chairman of 
that, I believe ? 

Mr. Cravens. That is correct. We, of course, hope that they will 
bring to Congress a satisfactory disposal program next January. 
In the case of tin, I recommended that that operation be closed as of 
June 30, primarily because it was established as a security measure 
during the war. Our stockpile has been filled and we have not sold 
any tin to private consumers since the spring of last year. 

Senator Dirksen. Are you referring now to stockpile orders or to 
the facilities ? 

Mr. Cravens. To the facilities. 

Senator Dirksen. Those were once at Houston. 

Mr, Cravens, At Texas City. In the case of abaca, the plantation 
is in Central America; we are operating about 25,000 acres, of which 
roughly 21,000 is bearing. The highest echelons of those agencies 
connected with the responsibility of determining national security 
have asked that we keep that program and since it is sort of a stock- 
pile in the ground the program will be continued. It will be continued 
at a loss, but not a great loss. That roughly covers our three produc- 
tion programs. Of the $1,100 million, of course, the largest single 
item comprises business loans. We do have a number of other types 
of assets that I might cover quickly. 
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PHILIPPINE LOAN 


First, we have certain types of assets where we have no opportunity 
for disposal. I am speaking now about our loan to the Philippines, 
for example, which is now down to $45 million, payable $3 million 
semiannually. We are recommending to the Bureau of the Budget 
that consideration be given to tr ansferring this loan to the Export- 
Import Bank, pursuant to the provisions of the Reorganization Act 
of 1949. 

Senator Magnuson, I just was going to ask that question. Would 
not that be the proper function of the Export-Import Bank to begin 
with ¢ 

Mr. Cravens. I would think so. 

Senator Maenuson. Not the RFC? 

Mr. Cravens. There was an act of Congress that directed RFC to 
make that loan. 

Senator Dirksen. When was that Philippine loan made? It was 
quite some time ago, was it not ? 

Mr. Cravens. It was $70 million; August 7, 1946. 

Senator Magnuson. Right after the war? 

Mr. Cravens. Yes. 

Senator Dirksen. Of course, the Export-Import Bank operated 
under rather limited authority there at one time, which may have 
accounted for the fact that RFC was making loans not only there 
but to some of the republics of Latin America, as I recall. 

Mr. Cravens. It was a rehabilitation problem. 

Senator Dimxksen. So that you are recommending they shall be 
transferred to the Export-Import Bank ¢ 


GI MORTGAGES 


Mr. Cravens. That is right. Then we have a portfolio of sixty-four- 
odd million dollars of mortgages, almost entirely GI, which have 
been on the books 6 or 7 years, and average only $4,200 apiece. 
Chey do not have much investor appeal because of the small size, and 
hecause they are 4-percent mortgages. 

Senator Dirksen. You have those from where ? 

Mr. Cravens. They came from the RFC mortgage company. We 
have recommended they go to the FNMA under the provisions of the 
Reorganization Act. We believe if those smaller loans are mixed in 
with FNMA’s better portfolio, the Government can do a better job 
than we can with an isolated block of small loans. 


AMOUNT INVOLVED 


Senator Dirksen. What was the total amount? 

Mr. Cravens. Sixty-four and a half million dollars at February 2 

Senator Magnuson. You have recommended they go back eo to 
FNMA for collection ? 

Mr. Cravens. Yes. 


SECTION 302 LOANS 


Senator Magnuson. What is the difference between those guaran- 
teed mortgages you have and section 302? 
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Mr. Cravens. Section 302 are loans made under the Defense Pro- 
duction Act. 

Senator Macnuson. Which primarly buys loans? 

Mr. Cravens. Yes, loans directly or indirectly related to defense 
and only made upon certificate of essentiality by the ODM. 

Senator Magnuson. They recommended it to you? 


LIQUIDATION OF DEFENSE HOME CORPORATION 


Mr. Cravens. That is right. We have also $41,900,000 of purchase 
money mortgages that came about through the liquidation of the De- 
fense Home Corporation. They owned four large properties here: 
Fairlington, McLean Gardens, Meridian Hill, and Naylor Gardens. 
Then one out in Bremerton, Wash. Those were declared surplus and 
sold right after the war. 

As an inducement to get the Government’s money out of them, they 
sold them on long terms with interest rates on $35,900,000 at 214 per- 
cent and $6 million of it at about 3 percent. Obviously, that yield 
does not meet investors’ requirements at thistime. To dispose of them 
we would have to take a loss of 25 points. That would be $10% 
million. 

Of course, that loss would really represent a loss only in relation to 
a synthetic sales price at the time they were made. In other words, 
they got a much higher price because of this low interest rate. We 
have recommended that these mortgages be transferred to the Housing 
and Home Finance Agency because I have felt reluctant to show 
that kind of a loss on our books, even though it would be against a 
portion of the fictitious sales price put on the books when the prop- 
erties were disposed of in 1947, 


DISASTER LOANS 


We have on our books a large number of disaster loans, about fifteen- 
odd million dollars. As you know, the Small Business Adminis- 
tration is carrying out the disaster loan program. We believe that 
those appropriately should be transferred to SBA. 

Senator Dirksen. You have authority for that transfer? 

Mr. Cravens. No. Again, it will have to be done under the Reor- 
ganization Act of 1949. We think it is a worthy program. Out 
of some $60 million in loans made, the losses have only run about 5.3 
percent. You cannot dispose of these loans, of course. 

These are the assets we have in mind that have little or no disposal 


opportunities and which we think are better off transferred to other 
agencies. 


ASSETS 


Before I get into the business loans, I will break down the various 
classes of assets we are working on. We have the railroads, public 
agencies, and acquired collateral, and then a small number of civil- 
defense loans. The civil-defense-loan activity has been transferred 
to the Secretary of the Treasury. There is about $6 million of those 
loans outstanding, plus a couple of tentative commitments on a de- 
ferred basis that will require no outlay of Treasury funds immediately. 


TREASUR’ 


Senator Dirks! 
inadvertently th: 
be well to read tl 


ADMINISTRATIVE 
Not to exceed $50,0( 
Civil Defense Act « 
eurrent fiscal year 
tions, powers, dutie 
tion, (Reconstruc 


Administrative | 
have previously b 
Finance Corporati 
Department, new ¢ 


The Secretary 0 
loans to aid in fir 
Civil Defense Adi 
million outstandil 
by borrowings fro 

Through June : 
this program. Al 
construction of he 

It is estimated 
fiscal years 1954 a 
amounts totaling 

Disbursements 
million in fiscal y 
loans are estima 
respectively. 

During fiscal y 
Additional borro\ 
1954 and 1955, 
Treasury are ant! 

The program 1 
interest income | 
that a net incom 

So that will 
Senator Mac 
Mr. CrAvEN 
view them uf 

Actually, I he 

participation | 

and 1 deferred 
cent and we ui 
cussion. So : 
istration of th 

Senator Ms 
from Septem! 

Does that mea 

Mr. Crave? 

thirty-odd m: 

or in trouble 

to go. Keep 
of small secu 
42711—54 





TREASURY AND POST OFFICE APPROPRIATIONS, 1955 407 
CIVIL-DEFENSE LOANS 


Senator Dirksen. At that point, since your statement indicates that 
inadvertently that civil-defense item was omitted, perhaps it would 
be well to read this into the record: 


ADMINISTRATIVE EXPENSES, CiIviIL DEFENSE LOANS, TREASURY DEPARTMENT.— 
Not to exceed $50,000 of the funds available pursuant to section 409 of the Federal 
Civil Defense Act of 1950 (50 U. 8S. C. App. 2261), shall be available during the 
current fiscal year for administrative expenses necessary to carry out the func 
tions, powers, duties, and authority of the Treasury Department under said sec 
tion, (Reconstruction Finance Corporation Liquidation Act.) 


EXPLANATION OF LANGUAGE CHANGES 


Administrative expense authorizations for the civil defense loan program 
have previously been included with the authorization for the Reconstruction 
Finance Corporation. Since the program has been transferred to the Treasury 
Department, new authorizing language is needed for fiscal year 1955. 


ANALYSIS OF PROGRAM 


The Secretary of the Treasury is authorized to purchase securities or to make 
loans to aid in financing civil defense projects upon certificate by the Federal 
Civil Defense Administrator. Such investments are limited to a total of $250 
million outstanding at any one time. The activities authorized are financed 
by borrowings from the Treasury. 

Through June 30, 1953, loans totaling $5,718,000 had been authorized under 
this program. All of the loans authorized have been to assist in financing the 
coustruction of hospitals. 

It is estimated that loans totaling $1 million will be authorized in each of 
fiscal years 1954 and 1955. On Dec ember 31, 1953, there were 15 applications for 
amounts totaling $15.7 million being considered under this program. 

Disbursements on outstanding ioan authorizations are estimated to be $2.3 
million in fiscal year 1954 and $3.5 million in fiscal year 1955. Repayments on 
loans are estimated as $95,000 and $180,000 for fiscal years 1954 and 1955, 
respectively. 

During fiscal year 1953, borrowings from the Treasury totaled $1.2 million. 
Additional borrowings of $2,250,000 and 33,250,000 are estimated for fiscal years 
1954 and 1955, respectively. No repayments of amounts borrowed from the 
Treasury are anticipated before fiscal year 1956. 

The program resulted in a loss of $41,500 in fiscal year 1953. With greater 
interest income anticipated during fiscal years 1954 and 1955, it is estimated 
that a net income of $13,000 and $95,500 will result for those years, respectively. 

So that will supplement your statement and make it complete. 

Sen: itor Macnuson. Whom are they made to, a public body ? 

Mr. ¢ ‘RAvENS. They are made to hospitals. We are required to re- 
view them upon certification by the Civil Defense Administrator. 
Actually, I have only made 2: 1 where we have a 25 percent bank 
participation giving $150,000 liability which we have not yet disbursed, 
and 1 deferred partic ipation for $350,000 where the banks take 10 per- 
cent and we underwrite 90 percent. We have 2 tentatively under dis- 
cussion. So actually we have disbursed no funds under my admin- 
istration of this program. 

Senator Magnuson. I see that the comparison of public agencies 
from September until now, to February, has gone down quite a bit. 
Does that mean that they have paid out ? 

Mr. Cravens. No. We have reduced that by sales down to roughly 
thirty-odd million dollars, of which about $19 million are in default 
or in trouble. So we have the balance, $11 million or $12 miliion 
to go. Keep in mind this is sort of the bottom of the barrel of a lot 
of small securities that we are working daily on to liquidate. 

42711—54——27 
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Senator Dirksen. Of those pending applications for hospital con- 
struction, 15 of them, what is the present status on those in the civil 
defense program ? 

Mr. Cravens. I believe at the present time the only 2 we have 
finished, certified to us, are the 2 we have approved tentatively, other 
than 1 in California which is still under discussion; so we really have 
3 at the present time that we have certifications on. 

Senator Dirksen. Proceed, Mr. Cravens. 


REMAINING PUBLIC AGENCY SECURITIES 


Mr. Cravens. The remaining public agencies securities will just 
take time. 

Senator Magnuson. Are they mainly utility loans? 

Mr. Cravens. They fall in three categories. Some of them are 
fully tax-exempt; State and municipal securities. Some are irriga- 
tion districts and that type of thing. They are pretty small. The 
railroads are another type of security. The bulk of what we have 
left is the $65 million of B. & O. which we have found no way to 
dispose of to date. Our public offering produced only a bid of 8514. 
That meant a pretty substantial loss, so we did not take it. 

Senator Magnuson. They were mainly equipment loans; were they 
not? 


B. & O. LOAN 


Mr. Cravens. No. That was a loan that goes away back to the 
thirties to save the B. & O. The last reorganization was in 1944 in 
which we took the whole issue on this $80 million. It is a collateral 
trust issue which has $65 million remaining. We have one other type 
of asset that does not amount to much, acquired collateral, which we 
get from foreclosures, taking over plants. It is a continuous thing. 
We keep selling all the time and adding. It does not bulk very 
heavily. 

Senator Dirksen. You still have that B. & O. loan? 

Mr. Cravens. Yes. That is our biggest railroad holding. The 
balance of them are small. 

Senator Dirksen. That is not to be transferred ? 


BUSINESS LOANS 


Mr. Cravens. No. That type of asset should stay right with this 
group, and efforts continued to find disposal—just a day-to-day job. 
The biggest item, of course, in the whole thing is the business loan 
category. It breaks in two types. When I took over we had 5,206 
business loans under section 4 (a) and section 714 on May 2 of last 
year. These were made from RFC funds and amounted to $448 
million. 

Senator Dirksen. What was the smallest and what was the largest ? 


LOAN STAR STEEL LOAN 


Mr. Cravens. I would say in the 4 (a) loans the largest one would 
be the $50 million part of the $87 million loan to the Lone Star Steel 
Co., and I suppose the smallest would be down as low as $100. There 
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must have been twenty-eight or twenty-nine hundred loans under 
$25,000 at that time. So you might say two-thirds were under $25,000, 
averaging maybe eight or nine thousand dollars. 

The largest would be that share of the Lone Star Steel loan. 

At that time we had under section 302, which was under the Defense 
Production Act, 283 loans for $279,500,000. Three loans made up 
the bulk of that total. 


SAN MANUEL COPPER LOAN 


One was for $94 million to San Manuel Copper which will not be 
disbursed for 2 or 3 more years. In fact, we have only disbursed 
about $12 million on that loan. 

The second largest one was Lone Star Steel at $87 million, of which 
$50 million was in 4 (a) and $37 million made under the section 302 
authority. That project is just about completed, and we are now in 
the process of negotiations for disposal of the loan. 

Senator Dirksen. Is it producing now as a facility ? 

Mr. Cravens. Yes. 

Senator Magnuson. I presume that is Texas. 

Mr. Cravens. That is down in Texas. 

Senator Dirksen. San Manuel Copper is in process of construction ? 


WHITE PINE COPPER LOAN 


Mr. Cravens. Yes. We have another $57 million loan to White Pine 
copper up in northern Michigan. That project ought to be completed 
next year. It is estimated to be in the spring, but certainly by mid- 
year it ought to be completed. That is going to take more money. 
We have authorized another $5,600,000 as an overrun to finish it. 

Those three loans pretty well make the big total of what we had 
on May 2 in section 302. 


BANK POOL 


Bringing that down to February 28, we have under our own port- 
folio of loans $290 million, of which $192 million is in the process of 
sale or cash is being generated. Of that $192 million, 162 loans 
amounting to $117 million, are being moved into the banking system. 
Then we have this bank pool that we estimated then to be about $75 mil- 
lion. It will be a few million less. We are selling a 65-percent inter- 
est in that and retaining a 35-percent interest. 

Senator Magnuson. Are they mainly sold to banking institutions? 

Mr. Cravens. I might take a minute to explain that pool. It is one 
of the most interesting phases of our whole liquidation program. 

To break the back of this liquidation program we had to find an 
answer to these large numbers of small loans. That is where our big 
administrative expense is. So we developed a rather unique plan. 
We took the loans under $500,000 and made a pool of them. Then 
we sold certificates of interest, or are in the process of selling them, 
all over the country, to banks and private investors. I think there 
will be about a thousand holders. 

Senator Magnuson. Anybody that wants to come in? 

Mr. Cravens. Anybody. We found there are some nonbanking 
buyers. The certificates bear 314 percent interest. This is only paid 
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out of the proceeds of collections, of course. They bought an undi- 
vided interest in our paper. Then we are lining up 1,700 banks to 
service those loans. We are bringing each loan back to the borrower's 
home town and putting him to bed with the banker, if I can put it 
that way. 

We think that will develop a very healthy relationship. The loan 
will be serviced better. The borrower will have less red tape to 
contend with. As a matter of fact, in a short time we will not have 
the loan; it will go out of the pool. 


SERVICE FEE 


Senator Dirksen. You pay a service fee? 

Mr. Cravens. Yes. There is an interesting point here, too. This 
paper yields about 4% percent. On our 35 percent we get the gross 
4%9 percent. Out of the 65 percent represented by the certificate of 
interest holders, they get 314 percent on their certificates. The bal- 
ance of 1.2 will be more than adequate to pay the fiscal agent’s fees, 
which is the Federal Reserve Bank of Chicago, and the servicing fees 
of these 1,700 banks. As a matter of fact, we think we will have some 
residue for the Government. So we get a 100-percent saving in ad- 
ministrative expenses on the deal. Of course, we immediately gen- 
erate something under $50 million in cash for the Treasury, but I 
think the most important thing we do is to put that borrower and 
banker back together again and get the Government out of the picture. 

Senator Dirksen. How successful has this sale been ? 

Mr. Cravens. It is very successful. The last count was 929 in. 
It was substantially oversubscribed. We will have to make an allot- 
ment for each subscription. I feel very good about the way it has 
been received. We put it on a semipatriotic appeal and worked with 
the banks for months trying to set it up. We are delighted to see 
the way they have come through. Sometimes their representatives 
speak for them across the table, but when it comes to putting up, they 
may not. But in this case they performed beautifully. 


DETROIT STEEL LOAN 


I might goon. That leaves us, in this portfolio, two remaining cate 
gories to work on. I call the one “To Do.” In that category we have 
about $50 million, of which $35 million is in Detroit Steel. That 
will be completed. It is not fully disbursed. We are going to cancel 
the last part of the disbursement. That is a job we still have to find 
an answer to. 

OTHER LOANS 


Other than that, there are about 150 odd loans for about $14 million 
that we will just keep working on one at a time to get out. Then 
we have $48 million in trouble. When I say “in trouble,” I mean 
a problem. They are a problem because they are either delinquent 
or they need some modification of their terms or some problem has 
arisen to put them in that classification. We think $8 million of those 
are disposable, or we can put them out for servicing, leaving $40 
million that the Government will have to stay with and liquidate out 
of the best we know how. 
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So you can see that in the area of 4 (a) loans we have pretty much 
reduced this whole liquidation program. At June 30 I will say we 
will be servicing something under 500 loans, as against 5,400 in 
May when we started. So you can see we will have a pretty tight and 
controllable situation. 

In the section 302 loans we have in process of sale or repayment, 
75. loans totaling $64 million. We have remaining in there to do, 
$171 million, of which we have $94 million of San Manuel and $57 
million of White Pine. That makes $151 million just in those 2 
loans. Those cannot be disposed of until the projects are completed. 
So actually, our job there really lies in 52 loans for $19 million and 
we are slowly getting those out. It takes an awful lot of work. 

Then there is about $13 million in problem loans. 

Senator Dirksen. That is part of the 40? 


GREEN RIVER STEEL LOAN 


Mr. Cravens. Yes. The largest one is Green River Steel. 

Senator Dirksen. How do you handle your lending of new funds 
as in the case of White Pine Copper? 

Mr. Cravens. That comes under section 302. I did that in the 
capacity of a special assistant to the Secretary of the Treasury. That 
is not a completed project. We are making very few, practically no 
302 loans, but when you have a project like that you have nothing else 
todo. You just cannot drop it. 

Senator Magnuson. You have to stick with it or you lose it all? 

Mr. Cravens. Exactly. 


LANGUAGE REQUEST 


Senator Dirksen. You are asking for some new language which 

we will look at in due course when the time comes to mark up the bill. 
I suppose here one of the items you are particularly interested in is 
that proviso that says: 
Provided, As used herein, the term “administrative expenses” shall be construed 
to include all salaries and wages, services performed on contract or fee basis, 
and travel and other expenses, including the purchase of equipment and supplies, 
of administrative officers, and provided further that the limited amount hereto- 
fore stated for administrative expenses shall be increased by an amount which 
does not exceed the aggregate cost of salaries, wages, travel, and other expenses 
of persons employed outside the continental United States. 

Do you have an estimate of about how much you will add to your 
administrative limitation here? 

Mr. Cravens. It is $135,000. 

Senator Dirksen. In other words, it is net cost for whatever you 
have to hire and pay? 

Mr. Cravens. That is right. 


INSPECTION AND INVESTIGATORY WORK 


Senator Dirksen. That will be for inspection and investigatory 
work ? 

Mr. Cravens. Yes. 

Senator Dirksen. Are there any further questions? 
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; Senator Magnuson. 
field offices. 


Mr. Cravens. W 

I . AVEN! c y 
ae M sen rne atte over, on May 2, we had 28 loan agencies 
Set ne a step I did was to convert the bulk of those 
ee hs arg ) rom ies with 2 people. So we had only 8 regio al 
—— s and 26 branches. That cut our payroll from 1 i oh 
ployees on lending down to 942. That was done i et 60 dara 
after I took office. When the Liquidati ereaeguuant wo vient 
erie ~ 7 siquidation Act was passed we closed all 
‘ S, leaving only 8 agencies. Th: ot] 
g s. at reduced it another 7 
‘ rer (0 


employe 5 A ; f e « * 
Se 41° vune 3 al i 
; eS 5s 0 J ) ] of the remaining So igen 1es will be 


How many offices have you closed up? I mean 


PERSON NEL 


Oe lator M AGNUSO VW ere some f hose people transfer red into the 
4 . ie oO t 

Qa : oS : 9 

mall Busine > Administration . | 


Mr. Cravens 
4 . é EN & — € y * . 
started They bave onan ‘oan were dropped long before the SBA 
; ’ age Be ade application, ¢ inik « ea 
have gone into the SBA PI 1, and I think a number of them 
Senator M oT 
“ < JMIAGNUS y > 
peculiarly « Teeee erie must be some of those that might be 
Mr Craw 7 to fit into whatever work they are going to do. ; 
. CRAVENS. at is r . g ; 
loan exami 1at is correct. There have been quite a numbe 
= Se imaas who have gone into SBA a number of 
Senator Dirx«sen. Is ft] cate ae 
BEN. : 1ere Ma " = 
men ? anything else we need to know, gentle- 


Mr. Cravens. No. 


aoe ator Mi ' 8S « . 
. Ww tos € 
4 r.€ a Th las -en. 


Senator Dirksen 

. . tKSEN. He eserves ¢ } . 

job. leserves a high commendation for a difficult 

This w ‘onc . 

tn sr ere cone he pea on_Treasury-Post. Office, subject 
« e alr. n due course I . et "yt fT, 

for the p Bi wi se 1 expect we will be conveni 
purposes of marking up the bill. vening 


(Whereupon, at 3:45 
( , at 3:45 p. m., Monday, March § 5 i 
adjourned, subject to the call of the Thain) mone eon ee NOON Om 
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